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LETTER OF SUBMITTAL 


Unitep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForEsTRY, 
February 18, 1968. 
Hon. AuLen J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear Senator ELiLenpeER: I submit herewith a report on my study 
of operations of Public Law 480, the Agricultural Trade Development 
and Assistance Act, conducted at your direction on behalf of the full 
Committee on Agriculture and Forestry during the past year, includ- 
ing 10 days of hearings last June and July during which testimony 
was taken from 71 witnesses. The study has continued since that 
time, and pertinent tables and statistical information brought up to 
the latest available current dates for purposes of this report. 

The report, including conclusions and recommendations, was com- 
piled with the assistance of my administrative assistant, Herbert J. 
Waters; Serge Logan, congressional fellow from the American Political 
Science Association, who served as my aid during the hearings; and 
Porter Hedge, serving as a special consultant in analyzing the exten- 
sive hearings. 

The report includes an introductory background section, a summa: 
of what Public Law 480 is, how it operates, and what it has achieved; 
separate sections discussing title I sales for foreign currencies, title IT 
programs for famine relief, title III relief programs through voluntary 
agencies, and title III barter transactions. It concludes with a series 
of recommendations, legislative and administrative, for improved 
operation of the program in the future. 

Because I believe the report provides a useful reference for con- 
sideration of this program by the Congress, I respectfully request that 
it be printed and made available. 

Sincerely, 
Hussert H. Humpnrey. 


or 
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FOOD AND FIBER AS A FORCE FOR FREEDOM 


INTRODUCTION 


Our ABUNDANCE—A VALUABLE ASSET 


America’s abundance of food and fiber is a tremendous asset in the 
world’s struggle for peace and freedom—an asset still awaiting to be 
fully utilized with greater boldness and compassion. 

Food is the common denominator of international life. Man must 
eat to survive. Armies are helpless without food. 

A breakthrough in the conquest of hunger could be more significant 
in the cold war than the conquest of outer space. In areas of Africa 
and Asia, as well as in other parts of the world, food means far more 
to vast millions of people today than any space satellite in the sky. 

Bread, not guns, may well decide mankind’s future destiny. 

Thanks to our farm people, the United States is in a far better posi- 
tion than Russia to lead the world toward the conquest of hunger and 
want. At a time when we are trying to catch up with the Soviet 
Union in other areas of competition, agriculture is one segment of our 
economy already geared to meet any emergency challenge, already 
offering us fully productive resources to meet any Soviet threat of 
economic warfare throughout the world. 

No crash program is needed in food and fiber production. The 
United States, as yet, is preeminent in this field. 

But this does not mean we can afford the luxury of smugness and 
self-satisfaction. Our reserves of food and fiber, and our ability to 
produce such commodities in abundance, are resources to be prized; 
to be used boldly and imaginatively, and not to be dribbled away. 

Regrettably, however, the American people have been led to think 
our abundance and ability to produce in abundance is some shameful 
milJstone around our necks—instead of perhaps one of the greatest 
advantages we hold on the world scene. 

The Soviet Union seems to understand the vital role food and fiber 
can occupy in the struggle for the mind of man—and has embarked 
upon the task of trying to outproduce us. Khrushchev has served 
notice, publicly, that he intends to make Russia the world’s leading 
supplier of food. 

We need to reappraise our own food resources, not in the light of 
our immediate domestic needs, but in light of world needs. 

Food production in the world is barely keeping pace with the 
growth in population. Hunger is stil) the daily companion to millions 
of people. Where there are hunger areas, there are tension areas— 
and where there are tension areas, there is danger of sparks igniting 
into war. 

World population is growing at the fastest rate in history. One 
estimate puts world population at approximately 6 billion persons 
by the end of this century—double the population now. 
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Our policies must look ahead at least as far as the lifetimes of 
today’s children. As a nation we cannot do less than plan for sur- 
vival. We must strive for nothing less than world peace. In either 
case, our food resources are essential. 


How Ir Can Be Usep 


Our agricultural abundance can be converted into the service of 
mankind and our country. 

The legislative means for utilizing our abundance toward such 
constructive objectives is provided in Public Law 480, the Agricul- 
rural Trade Development and Assistance Act. 

It is the alchemy by which food and fiber from United States farms 
becomes purchasing power for countries sorely in need of economic 
development. 

It is a passport for the entry of United States trade and techniques 
into world markets. 

It is serving on the frontier of the free world’s defense by converting 
food from our farms into such things as military housing and defense 
materiel 

But greater boldness and imagination are required in the handling 
of America’s agricultural abundance than are now being used in 
administration of the Public Law 480 program. 

While it has proven a valuable and successful adjunct to national 
farm policy, the Public Law 480 program has far outgrown the narrow 
concept of serving primarily for the disposal of farm surpluses. 

It has become, as it should be, an important tool in foreign economic 
policy. 

Its administration needs to be geared to the times, and the serious 
international problems of these times. It does not require a radical 
overhauling of the law. It needs only administration of the law as 
Congress intended—as an instrument for converting our abundance 
into good will, a force to stimulate trade, to supply the greater eco- 
nomic needs of free peoples, and to serve as a deterrent to war. 

Perhaps too little attention has been given to the declaration of 
Public Law 480’s purposes, as set forth in the act: 

* * * to expand international trade among the United States and friendly 
nations, to facilitate the convertibility of currency, to promote the economic 
stability of American agriculture and the national welfare, to make maximum 
efficient use of surplus agricultural commodities in furtherance of the foreign 
policy of the United States, and to stimulate and facilitate the expansion of 
foreign trade in agricultural commodities produced in the United States by 
providing a means whereby surplus agricultural commodities in excess of the 
usual marketings of such commodities may be sold through private trade channels, 
and foreign currencies accepted in payment therefor. It is further the policy 
to use foreign currencies which accrue to the United States under this Act to 
expand international trade, to encourage economic development, to purchase 


strategic materials, to pay United States obligations abroad, to promote collective 
strength and to foster in other ways the foreign policy of the United States. 


The program is doing some of all these things—but not enough. 
It is a good program, but its excellence is dimmed by the failure of 
policymakers to make full use of its potential. 

For an entire year the program has been under careful study and 
review, both here in Washington and in field trips abroad. During 


10 days of hearings last June and July, the Senate Committee on 
Agriculture heard the testimony of 71 witnesses, studied 110 state- 
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ments, tables, documents, letters, and memorandums filed with the 
committee. Additional data has been obtained since that time, further 
discussions held, with officials here and in other countries. 

A complete review of the facts developed is contained in the bod 
of this report, climaxed by a series of recommendations for both 
administrative and legislative action at its conclusion. 

These specific recommendations center around four general needs 
that kept emerging throughout the study. They are: 

First, there needs to be greater recognition and acceptance of 
Public Law 480 as a governmentwide instrument of international 
economic policy in support of our foreign policy objectives, rather 
than the narrower concept of it being merely an agricultural 
surplus disposal program. 

Second, the program needs a greater assurance of continuity 
to serve the best interests of our country and the free world, 
rather than just year-to-year temporary extensions. 

Third, the program needs a central, guiding hand, working full 
time at implementing the act, and with the power to make de- 
cisions. 

Fourth, all parts of the program need to be put more fully at 
work toward the common objectives, maximizing the opportuni- 
ties set forth under each title of the act, with greater follow- 
through on putting foreign currencies to work, making greater 
use of voluntary agencies, looking for opportunities to help 
economies of other countries under barter provisions of the pro- 
gram, developing stockpiles, and expanding future market de- 
velopment. 

Greatest obstacles that need to be overcome appear to be burden- 
some administrative redtape growing out of wide dispersal of re- 
sponsibility for phases of the program throughout the Government, 
and the negative attitudes persisted in by many policy officials that 
have downgraded the worth of our great food resources and thereby 
cheapened the spirit behind our willingness to share our abundance. 
Such attitudes have weakened our bargaining power in negotiating 
agreements, and have cast the farmer in the light of a recipient of 
charity rather than as a producer of wealth and security for the rest 
of the country. There has been too much of apology and not enough 
of gratitude for our agricultural bounty on the part of too many of 
our own Officials, contributing largely to a lack of public appreciation 
at home and abroad as to the tremendous contribution American 
agriculture is making toward world peace and freedom. 


Wuat iT 1s ACHIEVING 


Yet with all the problems that have been encountered, the good 
that has already been accomplished so far overshadows the weaknesses 
in the program as to provide convincing evidence of the urgent necessi- 
ty for its continuation and expansion. 

Just a few examples culled from the mass of testimony gives a brief 
picture of the broad scope of such achievements, and sparks the 
imagination as to what more can be achieved. 

As a result of food and fiber exports under Public Law 480 so far: 

Land needed in northern Peru for production of bananas, coffee, 
cacao, and feed is to be irrigated. 

24462—58——_2 ; 
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A child in India ‘‘would put his finger into the butter oil and 
taste it, and say with a very loving sound in his voice—‘America’. 
That is how they know America.” 

A highway and bridge improvement program is going forward in 
Paraguay. 

Six million primary school children in Japan are receiving a school 
lunch program, and a million more powdered milk. 

Food from our farms is creating irrigation, well drilling, and agricul- 
tural development projects in Israel. 

A group of dairy processors in Lima, Peru, are developing a pro- 
gram to use recombined milk from the United States as a supplement 
to their limited supply. 

Kitchen demonstration buses are touring Japan and showing house- 
wives to prepare low cost and nutritious meals with food products 
from our farms. A baker’s training school has been established with 
a view to improving quality of bread and other products. 

Brazil is enabled to extend and to improve its railways, river navi- 
gation and port facilities. It is obtaining more powerplants and in- 
creasing iron and steel productive capacity with the use of United 
States crops. 

Housewives in West Germany have been exposed to the idea that 
turkey is a good food at any time and not just during the Christmas 
season. The German Government recently agreed to additional im- 
ports of turkey for United States dollars. 

Power, steel, and textile industries are being expanded in Austria. 

A milk recombining plant has been constructed in Thailand. It 
has established a permanent market for 300,000 pounds of milk solids 
@ year. 

The United States supermarket has invaded the land of the Caesars. 
It is liked so well it has taken root not only in Italy but in other 
countries. 

The use of protective surplus foods such as milk products, and 
fats and oils in some areas of Spain has resulted in a decline in the 
number of requests from recipients for medicines. 

A new brand of cigarettes containing a larger proportion of United 
States leaf has been put on the market in Japan. Estimated con- 
sumption of United States leaf last year increased by 1.6 million 
pounds above 1955. 

The people of Europe and Japan are becoming more cotton con- 
scious as the result of promotion efforts carried out under the market 
development phase of Public Law 480. 

The tallow industry is encouraging wider use of tallow by importin 
countries, including the making of plastics and synthetic rubber, and 
use in animal feeds. 

Schoolchildren in Yugoslavia have grown to like the taste of 
powdered milk so well they prefer it to the taste of fresh milk. 

Food from United States farms helped to feed and rehabilitate 
Hungarians fleeing from Communist terrorism last year. 

Crops from our farms are helping United States Government 
agencies to meet a part of their overseas expenses. 

And the bounty produced by farmers is being converted into loans 
for the financing of plant expansion and other purposes by United 
States business firms operating in many countries. 
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Farmers can take some pride in the knowledge that their efforts 
are serving many useful and productive purposes, including loans to 
United States businessmen, even if their own pocketbooks are still 
flat. 

These are some of the types of values, actual and potential, to be 
realized from the Public Law 480 program. They need to be multi- 
plied and enlarged. The opportunity is present if the will is strong 
enough. 

But to realize the potential of the program, the agencies involved 
in its administration must lift their sights from their own little orbits, 
There must be an end to the policy of regarding America’s plenty 
with embarrassment. 








PART I 
SUMMARY 


How Savines Orrset Costs 
OBJECTIVES AND FINANCING 


The broad purpose of Public Law 480 is told in the name of the act 
which produced it—the Agricultural Trade Development and Assist- 
ance on of 1954. Its objectives are: 

To expand international trade. 

2. To promote the economic stability of agriculture and the 
national welfare. 

To make the most efficient use of surplus agricultural com- 
ere in furtherance of our foreign policy. 

To help expand foreign trade by making it possible to accept 
oti currencies in exchange for surplus commodities in amounts 
exceeding usual marketings. 

Three broad methods for carrying out these objectives are listed 
in the law. 

Title I authorizes the exchange of commodities for foreign 
currencies, and names 10 purposes for which they may be used. 

Title II provides for the use of surplus commodities for gov- 
ernment-to-government famine relief and other emergency 
requirements. 

Title III provides for the donation of surplus commodities to 
voluntary agencies for direct people-to-people relief feeding pro- 
grams, both in this country and in others. It also directs the 
Secretary of Agriculture to protect the assets of the Commodity 
Credit Corporation by bartering surplus commodities for stra- 
tegic materials with less risk of spoilage and lower storage cost. 

The legislation makes it clear that its objective is not merely to 
dispose of farm commodities, but to use them to expand world trade 
and to promote the foreign policy of the United States. 

Public Law 480 was signed into law on July 10, 1954. The Con- 
gress authorized the use of commodities having an acquisition value 
of $3 billion to carry out the title I purposes of the act during the 
first 3 years of the program. ‘lhe use of an additional $1 billion in 
commodities was authorized last vear. 

Use of a billion dollars worth of commodities for Publie Law 480 
programs, however, does not mean an added billion dollar expense. 
Far from it. 

For example, the administration has recommended increasing the 
title I authorization by $1.5 billion—-yet it estimates such action would 
only mean an increase of $123 million in CCC expenditures. 

The following exchange of correspondence tells the story: 

P Janvary 10, 1958. 
Hon. Ezra Tart BENsSon, 
Secretary of Agriculture, 
Department of Agriculture, Washington, D. C. 


Dear Mr. Secretary: As part of my study on Public Law 480 for the Senate 
Committee on Agriculture you had a task force prepare for me some very helpful 
information on the effect of Public Law 480 on farm prices. 

Now I would like to ask whether this same group could not pull together for me a 
résumé of what exact effect Public Law 480 has had on the total Government 
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budget—in other words, the ‘‘real costs’’ to our Government of the program, 
giving full credit to offsetting factors such as storage savings, savings in price- 
support operations, benefits to other agencies of Government to the extent they can 
be estimated. I believe it should be obvious that the movement of an additional 
billion dollars worth of farm commodities does not necessarily mean an additional 
billion in costs to the Government, and I want your Department’s best possible 
appraisal of this situation for the report I am now completing for our Senate 
committee. 

Properly done, I believe this material can be extremely helpful in obtaining 
congressional approval of the extension of this program we both desire. 

Sincerely, 
Husert H. Humpnrey. 


DEPARTMENT OF AGRICULTURE, 


Washington, D. C., February 4, 1958. 
Hon. Husert H. Humpurey, 


United States Senate. 


Dear Senator Humpurey: This is in reply to your letter of January 10 regard- 
ing the net cost of the Public Law 480 program taking into account offsetting 
savings in other operations. 

We are preparing a study to show the savings in price support, storage and in- 
terest costs as the result of the title I, Public Law 480, program since the beginning 
of operations in 1954. Our conclusions will be forwarded to you as promptly as 
possible. 

We have prepared an analysis showing the estimated effect of the proposed 
$1.5 billion increase in the title I authority on CCC expenditures in the current 
and next fiscal year. Although this analysis is limited to the effect on CCC ex- 
penditures out of the new authorization, it does give an indication of the kind of 
results that may be expected from an analysis of operations since the beginning of 
the program. Assuming some programing in the current fiscal year out of the 
new authorization, this analysis shows that estimated program costs of $668 
million ! will be incurred in fiscal years 1958 and 1959 out of the new authorization. 
The net increase in CCC expenditures is estimated at $123 million for the 2 years. 
The difference of $545 million represents offsetting savings resulting from the fact 
that part of the commodities used will come from CCC stocks and also from savings 
in price support acquisition, storage and interest costs. A copy of this study is 
attached. 

We are not in a position to evaluate the possible savings in programs of other 
agencies of the Government. The allocation of foreign currencies acquired under 
the title I program is the responsibility of the Bureau of the Budget. Therefore, 
the Bureau is in the most advantageous position to advise you regarding this 
matter. 

We are forwarding a copy of your letter to that agency with the request that 
they furnish any information or judgment they may have in addition to the report 
furnished you on the same subject on June 6, 1957. 

Sincerely yours, 
Don PAARLBERG. 


Estimated effect of title I increase of $1.5 billion on CCC expenditures 
{In millions] 


Fiscal year 1958 Fiscal year 1959 Total 











Amount | Total | Amount; Total | Amount| Total 
oo cost Pei B at ee $153 | $153 $515 $515 $668 $668 
48s: | 
Value of CCC commodities shipped aaa Mi citsitnc pe 
Savings in price support acquisitions, 
storage, and interest. -_.........-.-. 50 —125 170 —420 220 —545 
Net increase in expenditures. ._.__|........-- | SP sree ten he 123 
I 





1 It should be noted that the estimated net increase in CCC expenditures of $123 million is based on use 
of $668 million of the additional $1.5 billion authorization. With respect to the full $1.5 billion author- 
ization, Dr. Paarlberg testified on February 5 (p. 10, hearings before the Committee on Agriculture and 
Forestry, U. 8. Senate, on 8. 3039 and 8. 3223), as follows: 

“‘A bout half of the costs of programing the proposed $1.5 billion has already been incurred in price-support 
acquisitions of the commodities. The net new CCC expenditures, after allowance for resulting savings in 
storage costs, interest, and reduced pfrice-support acquisitions, will be less than $300 million.” 
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The $123 million estimated ‘‘real cost’? to CCC still does not take 
into account the return received by the Government itself in foreign 
currencies used by other departments, further reducing the “real cost.’’ 

Most of the Public Law 480 commodities come from Government 
stocks. They are accumulated by Commodity Credit Corporation in 
price-support operations. It serves no useful purpose to let these 
stocks lie idle in storage. In fact, this is costly. 

CCC storage losses from deterioration, shrinkage and spoilage 
totaled nearly $72 million for the period 1953-54 through April 30, 
1957—nearly $20 million a year. The average monthly storage cost 
has quadrupled—from $6.5 million in December 1952 to $28.9 million 
in December 1956. 

On the other hand, hundreds of millions of dollars worth of surplus 
food and fiber have been put to the service of our country and of 
mankind without additional cost to the taxpayer through the Public 
Law 480 program. 

Some additional costs result from movement of the commodities 
overseas. <A big part of this is offset by lower costs of storage and 
interest charges, less spoilage, etc. Most of these commodities are 
exchanged for foreign currencies. These in turn are loaned to receiving 
nations to help finance their economic development, and will be repaid 
with interest over the next 40 years. 

Some of these currencies are purchased with dollars from regular 
appropriations by other agencies of Government to pay expenses 
abroad. 

The additional cost to Government is small when all of these 
recapturable funds are tallied. When arrayed against the values to 
be gained through increased world trade and economic improvements, 
it is apparent that the Public Law 480 program is one of the cheapest 
and most useful means of strengthening our foreign policy. 





Wuo Runs PrRoGrRAM? 
ADMINISTRATIVE CONFUSION 


Administration of the Public Law 480 program under delegation 
by Executive order of the President, is achieved by 2 committees 
and by 9 agencies of Government. During the hearings the examina- 
tion of this structure raised the question: Who is in charge? 

The Public Law 480 organization has the virtue of assigning to 
the agencies and departments involved the type of work with which 
they are normally concerned. 

It has the weaknesses associated with an organization having 
divided responsibility, crisscrossing authority, clashing points of 
view—many bosses, but no one guiding hand with the power to act. 

There is nobody in high authority working on the Public Law 480 
program full time. 

Policy decisions are made by a six-agency committee chaired by a 
member of the White House staff. This is called the Interagency 
Committee for Surplus Disposal. Its chairmanis Mr. Clarence Francis. 
Member agencies are the Departments of Agriculture, Commerce, 
Treasury, State, International Cooperation Administration, and 
Bureau of the Budget. 
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Operational decisions are made by a nine-agency committee chaired 
by a representative of the Department of Agriculture. This is called 
the Interagency Staff Committee. It is headed by the director of 
the Department of Agriculture’s Foreign Agriculture Service, Mr. 
Gwynn Garnett. Other member agencies are the Departments of 
State, Commerce, Defense, Treasury, International Cooperation 
Administration, Office of Defense Mobilization, Bureau of the Budget, 
and the United States Information Agency. 

As head of the Interagency Staff Committee, the Department of 
Agriculture is responsible for initiating agreements for sale of sur- 
pluses for foreign currencies, for seeing that these agreements are 
pushed through and getting the commodities delivered. The Secre- 
tary of Agriculture also is directed to arrange barter transactions 
through private trade channels. 

Though USDA is responsible for initiating agreements, the State 
Department has final authority in all matters concerning foreign 
policy, including negotiations for agreements, and has, in effect, veto 
power over USDA. The State Department is also responsible for 
handling the international educational exchange program, financed in 
part under Public Law 480. 

International Cooperation Administration has charge of foreign 
currency loans for economic development as a result of Public Law 480 
sales, for government-to-government disaster relief grants, and for 
donations of food and fiber distributed by United States voluntary 
relief agencies functioning overseas. 

The Bureau of the Budget is responsible for making allocations of 
the foreign currencies acquired through sale of food and fiber, and 
apportioning the currencies to the agencies in Washington which carry 
out the programs. 

The Treasury Department handles regulations governing purchase, 
custody, deposit, transfer, and sale of foreign currencies. 

The Office of Defense Mobilization selects the strategic materials 
to be purchased with food surpluses or currencies obtained from sale 
of surpluses. The General Services Administration acts as agent for 
ODM in the purchasing and handling of strategic materials under the 
program. 

The Department of Defense uses local currencies from the program 
for purchase of military equipment, materials, and facilities such as 
housing. 

The United States Information Agency is in charge of publicizing 
Public Law 480 activities abroad. 

From this crisscrossing of responsibilities the need for direction 
from a single authority with power to act is plain to see. 

Until it is provided, confusion and redtape sid diiees in getting the 
program fully operative is inevitable, and the tasks of United States 
officials handling the program overseas is made extremely difficult, to 
put it mildly. 


ReGarntna Woritp MARKETS 
UNITED STATES EXPORT VOLUME BXPANDED 
The Public Law 480 program has regained for the United States 


the approximate proportion of world trade it enjoyed during the last 
2 years of the 1940’s and the first 2 years of the 1950’s. 
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Value of United States farm exports established a new record 
during the last year for which figures are complete—$4,724 million 
in 1956-57. Shipments under the Public Law 480 program accounted 
for 32 percent of this total. 

During the last 3 years (1954-55 through 1956-57) farm exports 
averaged $3,788 million a year—a new high. Public Law 480 program 
exports account for 26 percent of the 3-year total. 


Exports of United States farm products under Public Law 480 programs compared 
with total exports of United States farm products by fiscal years 


{In millions] 














Programs 1954-55 1955-56 1956-57 Total 
1954-57 
— —E - - —| 
ON rican ce desi b deta scnndelnmenwadune $3, 144 | $3, 496 7 724 | hosed 364 
Public Law 480: ie Tea +10] 
Title I__._- its sleet teat 73 428 | 83 | 1, 384 
TR a2 Ss . eS Sr EE 83 91 | 88 262 
Title ILI: 
Barter _. --- ; LR Ee IS 125 299 401 825 
Donations._.- ; Sa oe 126 184 162 | 472 
Total Public Law 480_______- : siuiateneee 407 1, 002 1, 534 | ‘ss 043 
Percent of total exports I . 13 | en 29 | “32 26 





In terms of dollars having the same value, United States farm 
exports have risen by $2.2 billion since 1953. Comparable world 
exports have increased by $3.8 billion. Exports from countries other 
than the United States have gone up $1.6 billion. 

United States farm exports held at a level above $3 billion a year 
during the late 1940’s and during 1950 and 1951 then took a sharp dive 
in 1952. Comparable exports from other countries have been rising 
steadily. 

The reason the rise in United States exports is proportionately 
greater since 1953 than that of other countries is that we have had to 
fight our way back. 


Value of world exports of farm commodities commercially produced in the United 
States at 1952-54 average prices 








United | World United United World United 
Year States | exports States Year States exports States 
exports share exports share 
Speiiieiesitetaoelt at eeaieaienioatiosaaeea “|| adie cai timcppnecil bated mgen tie kant ain 
Billions Billions Percent Billions Billions Percent 
1948_..... sate $3.1 $15. 2 20.0 |} 1953_. % $2.5 $17.5 14.2 
iP deb acon 3.1 15.7 2.6.1) 906... 2.6 | 18.1 14.3 
1950. ...... ~ 3. 0 16. 5 1 eae an on 3.1 | 19. 2 | 16.1 
EES 3.4 16. 5 20.6 || 1956... - = 4.7 21.3 | 22.0 
1952 2.5 16.5 15.1 


Source: Foreign s hiientibie Service, USDA. 


The Public Law 480 program has made it possible for the United 
States to regain its share of world trade. Our share of world farm 
exports for the last 3 years averaged approximately 18.5 percent in 
dollars of the same value. 

Without the Public Law 480 program or its equivalent: 

1. Last year’s United States farm exports would have dropped 
to the 1944-48 level of approximately $3.2 billion. 
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2. United States farm exports for the last 3 years would have 
been comparable in value to those of the low years of 1952 and 
1953. 

3. The United States share of world farm exports would have 
remained at only 15 percent. 

The Public Law 480 program has put a large volume of United 
States food and fiber at the disposal of countries in greater need. 
From. the beginning of the program, July 1, 1954, through December 
31, 1957: 

We have shipped 664 million bushels of wheat in terms of the 
wheat equivalent of grain and flour. This is two-thirds of a normal 
year’s crop. 

Tonnage of feed grains shipped has reached 9 million tons. 

Over 29 million 100-pound bags of rice have been shipped, mainly 
to rice-eating countries. 

Movement of cotton totals 3.7 million bales. 

Export of cottonseed and soybean oils have reached nearly 1.4 
billion pounds. 


Over 186 million pounds of lard have been shipped, and 148 million 
pounds of leaf tobacco. 

The fluid milk equivalent of dairy products exported under the 
program totals on a fat solids basis 12% billion pounds, plus 1% billion 
pounds of nonfat dry milk solids. 

The table gives the particulars: 


Exports under Public Law 480 by commodity, July 1, 1954, through Dec. 31, 1957 
[In thousands] 












Title III | Total 
Commodity TitleI | Title I Public 
Law 480 
Donations 
WE oi .c0ncdinncennddcccsgebal, Sse cee 4, 452 640, 136 
Wy OT GI ods. c cedosaeeeeun PONie asc edas 700, 600 | 1,016, 837 
YG sienie cs ccascccsscqnedsceus asakewe S90: 3 OG hc... 2 11, 
Corn... 2, 530 157, 095 
Grain sorghums.. Gee tos25n lee BP Boda ande nade 43, 
OGTR. csunndene Bushel._.......- ‘a ae! ee 43, 735 
NG t cana denetsend Jee DDicsectseccee GL. See) SUGee be. .-.c0-gec5 98, 148 
We 5.05 ben thee cee a abl 3, 480 29, 238 
Cotton Onseetnng linters)......- Bale CR. Ap MOR Be seesddninsi 3, 772 
pongeen meee pb ansced denne ans i . th did deca Saaal 148, 972 
Lard__ Sites eieabenccel anes si anne —_— pe dese ntegteesl 186, 595 
WD coo sacccccchacancscaieel woos cDnieene dant REDE Binngnnditidéeniniadiiniie malin adc masini 175, 596 
Soy beat GR. ... ....sicrenncssapst ere 7 en Sliema gotten tt 
CREE Clecnncastiennpactesainanedse 81, 542 637, 
DANE CB iiss idem esdcads dasa ‘ atcha ak tata gina 7, 818 
Milk, evaporated and efir. |... Qincidicesesds SE GO Bicdilie~cs bea tcceantaeiens a at 25, 419 
densed. 

Woniiet Gry Uno. 5 siedinnnncsdabaddad 1, 325, 620 | 1, 459, 116 
DFO WON MIR. nnn sewer dcnnlipeg ng ceakiiggs pened bone icencliniiniaid tical an seit tial 2 
CRRGGE bun csbnmsb abate hide 401, 246 471, 413 
RG iin crise4nbeavrs 


Butter oil and ghee 





79, 115 87, 568 
Dairy products, n. @. ¢.....-- malts Seda 1, 994 
Beef and yee’! fresh and frozen __-|_ 90, 850 
Poth PORGMNs 5 453..6-5 5. Bek 19, 559 
a San OG ONE «6 nic instr 4, 452 
| CRE ne ER indtkedcnsdt) Gig UNO Laleonctsnmeeliaticihimbenatetedsiaecdiitnaiiiel 38, 993 
ts ‘edible a sinned 1, 517 
I sinc uteiabine-r niccrentacaaieeion un TID Tieriiasaee recast Rainteenaenttia t Mnctitaiceil all 900 
PNG .2c2 neces cawcdascsceass Twas | WALEED Badncud. don tncabiend donk eeieeaee 50, 755 
i. WR in cdeddpcitincnsin cea 334, 392 
> wi cape tne yeh ines herein a Relea ieee incisal iee tae pein. ae ls ieee 3, 063 
Other 9 CE DD sks ctadcctiadh ent ctebtaebcdetmatbidecwelibbel ghee alee it eee 106 
1 Rye equivalent of 11,000 hundred weight of flour. 
2 Includes flaxseed, dried skim milk, linseed oil, cottonseed meal, soybeans, tobacco, peanuts, grain 
sorghums, and rye. 


24462—58——3 
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This does not mean the job is done. Our food supplies are still 

large, and our ability to produce them is growing. 

ur wheat supply is large enough to provide for all we will need in 
this country and are likely to export during the present marketing 
year—with enough left over to provide for domestic requirements 
and a fair volume of exports a year later. A big wheat crop is in 
prospect for 1958. 

Cotton stocks are lower, but the reserve is still ample. 

There are enough feed grains in reserve to see us through a crop 
year as disastrous as any in the last 50 years without strain. 

The trend in milk production is up, and a further increase in milk 
production is probable during 1958. 

An estimated 40 to 45 million bushels of soybeans will be left in 
Commodity Credit Corporation hands at the end of this marketing 
year if they are not crushed or exported. 

CCC’s total investment in loans and inventory added to $2.5 
billion on December 31, 1952. Three years later it was $8.6 billion. 
The total dropped to $8.2 billion at the close of 1956. It amounted 
to $7 billion at the end of October 1957. 

The fact that our food and fiber supplies are still plentiful after 
nearly 3 years of the Public Law 480 program is good news for the 
Nation and for the world. However, it must be remembered that 
farmers cannot be expected to go on indefinitely producing such abun- 
dance at such low levels of profit. One of the responsibilities of effec- 
tive administration of Public Law 480 must be better timing of sales 
for the maximum beneficial effects on farm prices, particularly around 
harvesttime. 

How Farmers BENEFIT 


$600 MILLION ADDED TO INCOME 


National farm income has been increased by more than $600 
million in the last 3 years as a result of greater exports through the 
Public Law 480 program. 

At the request of the committee, the Department of Agriculture 
put a task force to work to determine the effects of the program on 
farm prices and income. The analysis was based on the effects of 
moving a little more than $2 billion worth of commodities under title 
I. Major findings were: 

The 1956 average farm price of wheat was increased by about 9 
cents a bushel. The increase in 1957 may be about the same. 

Title I exports raised the farm price for the 1955 crop of rice by 19 
cents a hundredweight. The 1957 crop should move at prices at 
least 27 cents a hundredw eight higher than with no program. There 
was little price effect in 1954 or 1956. 

The program raised the average farm price of corn by 1 cent a 
bushel in both 1956, and 1957, says USDA. The barley crops for the 
same 2 years were 1 to 2 cents a bushel higher. 

The farm price for cotton from the 195 57 crop was estimated to be 
about three-fourths of a cent a pound higher than it would have been 
without a program. (This was based on 1957 price support being 
three-fourths cent above 75 percent of parity. Actual 1957 cotton 
support is a litthe more than 1 cent higher). There were no price 
effects on cotton in 1955 or 1956. 
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Prices of lard and edible tallow were increased by 1 cent a pound 
in 1955, and 2 cents in 1956. 

The prices of cottonseed and soybean oils were raised by 1% to 2 
cents a pound in 1955, and by about 2 cents a pound in 1956. 

With no program, the 1955 and 1956 crops of soybeans would 
have been marketed at support levels. Because of the program, 
soybeans were 15 cents a bushel higher than support in 1955, and 
7 cents a bushel higher in 1956. 

Prices to farmers for the 1955 and 1956 crops of cottonseed were 
about $2.60 and $9.50 per ton above support. With no program they 
would have been at support level in 1955, and somewhat above 
support in 1956. 

The task force estimated that cash receipts from the sale of farm 
products ‘“‘may have been increased by around $170 million in 1955-56, 
by around $245 million in 1956-57, and by around $230 million in 
1957-58, as the result of exports under title I.” 

The approximate amounts by commodities are estimated as follows: 


{In millions] 




















Commodity | 1955-56 1956-57 1957-58 

Wi cain at cicdd cain aedinnins Gia d aisles eae ahaa ada coma | $70 

Rin agin victsnccipise hss cid gusbudseeincbednasadeusedielaies sth jane RAS oh ates 15 
IIIIII  sa:0:n. caisscoysenitnitedtais eve raeieeiacings satetaaiiag aheanieteeat tained tate A Bl need 45 30 30 
Coan deal etl S50 BNE iS ns cia ed Scns 5c cca tied .| 10 15 
Wate, GE CE sok 0 5 vince o dceunkbiiince hs eisdednadcerk deca 100 | 85 50 
TN a tk ioe oksicincinniesddgaetionintliagterndigiamicd atte akte 15 Redan 
GN sd ssn adhd te mk eb cdcikn nndcp -manenee santa bata bintniaig Dads adenie dala 60 














eebs 2 ee ee | 170; 45 | 230 


The figures for cotton, wheat, rice, corn, and other feed grains, 
fats and oils are the result of multiplying the increase in prices by 
quantities marketed. 

In the case of tobacco and meat animals, the increase in income 
results from the joint effects of increased disappearance and prices, 
neither of which is large enough to be separately measurable. 

The USDA report indicates the program may have a greater lifting 
effect on farm price support levels after 1957. This would occur if 
reductions in supplies were large enough to increase price support 
rates under present legislation. 

Cotton and rice would be the main beneficiaries—as long as the 
program is pursued vigorously. The wheat supply is still large and 
may increase next year. However, wheat prices could be given 
support by purchase for export from the market supply, instead of 
delivery from CCC stocks. This was done last season. 

Oilseed prices also benefit, over and above their comparatively low 
support levels, from purchase of oils on the market and distribution 
in oil-shortage countries. 

There are long-range opportunities to increase not only the United 
States, but the world market for dairy products through Public Law 
480. But this requires more aggressive application of market-develop- 
ment opportunities under title | than have been shown to date. 

Such modest increases in farm income as have been realized should 
give the Department of Agriculture and other agencies of Govern- 
ment encouragement to make the Public Law 480 program serve the 
needs of farmers to the greatest extent possible. 
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Farmers have been on the short end of the income receiving line 
for a number of years. Consider these figures from the USDA eco- 
nomic staff: ' 

Net farm income in 1956 was about a fourth lower than the average 
for the 1947-49 period. Farm production expenses were about a 
fourth higher. 

Farm production has increased. The larger farm output has been 
offset by lower farm prices. Income has been squeezed to the point 
of restricting farm buying power. 

The number of farms has been reduced by some 15 percent since 
the 1947-49 period. ‘The decline in number of farms is going on at 
the rate of 1 to 2 percent a year. 

Even on a per-farm basis, the net income of this smaller number has 
shrunk by 12 percent by 1947-49. 

The average family on high-production farms only had but $5,415 
left to live on in 1956 after production expenses were paid. This was 
less than in the 1947-49 period, and less by $1,500 than the average 
income of all nonfarm families. 

On low-production farms, family net income averaged only $2,925. 

1 Statement by Nathan Koffsky and Ernest W. Grove, Agricultural Marketing Service, U. 8. Depart- 


ment of Agriculture, before Joint Economic Committee, pp. 79-90, inclusive, Joint Committee Print issued 
November 25, 1957. 








PART II 
SALES FOR FOREIGN CURRENCIES 
Uses or Titte I Procreeps 


Title I of Public Law 480 makes it possible for countries lacking 
dollars to buy needed food and fiber in their own currencies. It is 
done this way: 

United States food surpluses are supplied to friendly nations. 
They sell the food to their own people. The proceeds in local cur- 
rencies are deposited to the United States account. 

Some of the currencies are used by agencies of our Government to 
pay obligations incurred abroad, or to expand certain programs 
beyond amounts current appropriations permit. 

The largest share of currencies is to be loaned back to the countries 
which bought the food, for purposes of economic development. 
Many of these countries are hard pressed for food and fiber. They 
are trying to raise living standards. They are expanding industrially. 
Many are sharing with us the burden of additional military costs for 
the common defense. 

Both food and capital goods are needed, often at the same time. 
In many instances, both cannot be supplied without assistance—from 
the free world, or from the Communist world. 

Economic progress cannot be achieved without capital goods. 
Without additional food, the demands created by even small increases 
in standard of living cannot be satisfied. Inflation is an ever-present 
threat. 

Our surpluses can be used to help bridge the food gap, and to keep 
inflation within bounds. Relending the currencies received from the 
sale of surplus food generates new buying power which can be used for 
other purposes. 

Thus, the abundance from American farms is helping to create new 
purchasing power to promote economic progress, and to raise the 
levels of living in all parts of the world. 

Through June 30, 1957, Congress had authorized the use of food 
and fiber surpluses in compliance with title I of the act amounting to 
$3 billion in total cost to Commodity Credit Corporation. Most of 
these surplus stocks were already in store, and were accumulating 
storage and other costs. Last August Congress increased the authori- 
zation by an additional $1 billion. 

From the beginning of the Public Law 480 program on July 10, 
1954, through December 31, 1957, agreements had been signed with 
35 countries. The reimbursable cost to CCC of commodities included 
in these agreements is estimated at $3,095.7 million. This includes 
acquisition cost, storage, processing, and transportation within the 
United States. In addition, CCC will pay ocean transportation costs 
of $247.5 million for commodities shipped in private United States 
flag vessels. 


15 
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The United States will receive foreign currencies for the export 
value of the commodities, and the ocean transportation financed. 
Agreements through December 31, 1957, provided foreign currencies 
having a value of $2,294.8 million. Of this total, $1,735.4 million 
had been allocated, and $754.3 million had been Huberset: 


Planned uses of foreign currency under agreements signed from the beginning of the 
program aenae Jan. 6, 1958, under title I, Public Law 480, 83d ae 


| j 











Million Percent 
dollar of total 
equivalent 
Agricultural market development (sec. 104 (a))_.......---_-- i chdetitcadadabesuee 38.9 1.7 
Purchases of strategic material (sec. 104 (b)).-..-.-..------.--.-------------.---.- 4.0 “2 
Neen eo Lo. cue ealhnneatmns oapneiaese si 249.5 10.9 
Purchase of goods for other countries (sec. 104 (d))___..._....___-.------------- 42.7 1.9 
Grants for balanced economic a ee and trade among nations (sec. 104 (e))- 61.5 2.7 
Loans to private enterprise (sec. 104 (e))_....._.._.......-.-.-----.---.--.--- : 35. 7 1.5 
Payment of United States obligations (sec. 104 (f))-.-.-..----..--.----------------- 573. 0 25.0 
Loans for multilateral trade and economic development (sec, 104 (g))_- tier fee 1, 252.3 54.6 
International educational exchange (sec. 104 (h)) 21.7 9 
Translation, publication, and distribution of books and periodicals (sec. 104 @) - 3.0 oa 
Assistance to > American-sponsored schools, libraries, and community centers (sec. 

104 (j))_- vhdinn Seaton coabehneiaagnresadlitgan schelgdedaaiaanans <$ 4éaktapbiges tke 12.5 .5 
MRICS. 101.1... sd bnenhadis ocdphindewdachubnuileletwedctitdd chen one bieb- asta abba 2, 294.8 100.0 


Eleven uses of foreign currencies are specified in the act. They 
are shown in table I and are discussed here in the order of their 
importance: 

Economic DEVELOPMENT 


Section 104 (g) makes foreign currencies available for loans to pro- 
mote trade and economic development. Strategic materials, services, 
or foreign currencies may be accepted in payment of these loans. 
Most of them are long term—around 40 years. ICA is responsible for 
administration of this section. 

About 55 percent of all title I funds available December 31, 1957, 
were earmarked for economic loans to 27 countries—$1,252.3 million 
worth of foreign currencies. Of the amount earmarked, loan agree- 
ments had been signed with 20 countries for the use of $796.7 million. 
Loan projects with 16 countries totaling $462.7 million had been 
approved. Actual disbursements as of the latest available date of 
record—September 30, 1957—came to only $183,236,000. 

The administration plans to reduce the proportion of funds set aside 
for purposes of this section because economic loans are now being 
made to United States business firms operating in foreign countries 
under section 104 (e). 

During fiscal year 1957 about 62 percent of the proceeds of Public 
Law 480 sales were earmarked for section 104 (g) purposes. Fifty- 
five percent of the funds have been allocated for this purpose since the 


program began. During the first 6 months of the 1958 fiscal year, the 
percentage of funds earmarked for section 104 (g) purposes dropped 
to 40 percent of sales proceeds. 
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At the time the hearings were held last summer so little had been 
done to put economic loans into operation that the impact of this 
double-edged use of our farm abundance had not been able to make 
itself felt. 

Nevertheless, what has been done illustrates how ovr food can be 
translated into useful works in friendly countries. It is far from a 
sop and a subsidy to agriculture. Tables 4, 5, 6, and 7 show the 
status of the economic development program—sales agreements pro- 
viding for loans; loan agreements signed; loan projects approved; and 
actual disbursements: 


TABLE 4.—Public Law 480 sales agreements providing for loans under sec. 104 (g) 
through Dec. 31, 1957 


[Millions of dollars equivalent] 


Asuuntina« «= . discs ose 5 eee ak. 3. FE oc cehees 88. 1 
Ages 5 che ee eB ee eae ere ee Sees 109. 3 
RG soi i> wicdteaces ediciones Te Eee eee ep aeesel 13. 6 
SY Sere ee eee 16G:: GRITS, oc ons encdewsilen 54. 4 
DUG oa een SS eS TE POOR. oi. o ccedansuee 2.2 
SS bk oes oe eee a NS oe cs kno penseges tg nila 10. 4 
Qolembltii 2. oc set saedewt FA; Se Peeps... sé 55.6. occ cs 5. 2 
TONNE a, os ten 2 eee ee Core wreeeehs... oc ssudiedi.c cal 3. 5 
NITE. <. sank ocegtcinmeteneenienian BS I iin cies nts Spence male wentlie & 113. 0 
OOUNO ioe bees ee ee NN oo oii ec rele ikem at 2.1 
TO fe ae ee eee eT os cscs see ake 55. & 
NIN II a icine nina and dt cin a raleanl ae LL ROMIOVINS ob oan JLo ok 88. 4 
LIMO soo aicnahc a cate 79. 0 a 
Pree: 28 oo Cees Be es 2. 5 Petes. 3S aati brws 1, 252. 3 
Puck 2 8 eg 4 arlene 58. 3 


TABLE 5.—Public Law 480 loan agreements signed as of Dec. 31, 1957 ' 
[Millions of dollars equivalent] 


Country July-Decem-| Total value Country July-Decem-| Total value 


ber 19572 | of loan agree- ber 19572 | of loan agree- 
ments ments 

De ic cnanetinn  teeeadiiaeia aie I i scnccsines hime benecemacbasamaon 330.0 
MEI. ws cicgomnineedeenationsiibaads aceite are 140.3 |i Japan............ 108.9 
a in npeecadnaa keoriembeaee ee NS ccmuiaboodn 13.6 13.6 
CRRitecccnocennaden 27.7 ee ID dices ae tance ele howahiiepeail 2.2 
Cis cccncucindoubecienaainaniiad i Oe etd 2.0 9.8 
I siiinencaccatdivansanemaal SES estan ncn ay cnbsoswachisacse 3.4 
ee 18.0 Se Oe ie aerate iaictedbeneceedieensgeticndpsnsacctbe 10.5 
IIE. ici<eccnsnsniaecieaaaaaanls et ii sink entitnensicesalinuicttieninnyarainvita 1.0 
III, sain: ase'n nenncceiinin’s teaeuaseiieiatats 234.1 || Yugoslavia._........- 73.7 82.7 
Indonesia_ 32.0 $2.0 
Israel 8.0 339.3 Sh sca-chsek 145.0 796.7 





1 Loan ments — for establishment of lines of credit up to amount stated. Shortfalls in deliveries 
of commodities and thus in the amount of local currencies deposited may result in a decrease in the amounts 
which will actually become available for loans. 
2 Increases in loan agreements since June 30, 1957, which are included in total value of loan agreements, 
3 Includes agreements signed pursuant to sec. 104 (d) transactions. 
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Tasie 6.—Public Law 480 loan projects approved as of Dec. 31, 1957 ' 
[Millions of dollars equivalent] 











July-De- | Total loan 


Country cember 1957} projects 
approved 2 
MOTs tacit id a ctbpiascsbaves: 16.0 
IIE Fic ti icccesersaritil sinister 31, 32 
117.9 
Net Osan ig hems astn wane 4.0 
Colombla..........- 10.0 10.0 
PO accr ene 3.2 6.3 
OI a cccccewn 202 15.7 19.9 
Ds i. ctciecknléboncescnsaniss 2.2 
RE 55.0 55.0 
Se ndnpe connate 8.0 36.8 
PO dh cck tee ncowm 30.0 30.0 
int etree Reticncecidesigs 59.5 
49. 35 
ET oiceciewas-etelnkapn~ beams 23 
DOR ecossccicesesx 2.0 9.8 
PN ii cikp sinks Rclinisoudgieands 3.4 
airs nunebds cus iendewnabbeice 9.0 
NUN ah ean 8 od ta kere 0 
Peekabiennss 123.9 462.7 


1 This tabulation includes only approved projects within current loan agreements. 
have been tentatively approved prior to completion of loan agreements are not included. 


Description 


Industrial projects, including electric power, iron and steel, 
metal processing, textile industry, etc., 14.2; tourism, 1.0; 
regional development, 0.8. 

Agricultural silo facilities, 4.9; extension and rehabilitation 
of railways, 13.5; river navigation and port improvement, 
2.7; metallurgical works, 3.6; cold storage meat plants, 
0.9; electric energy products, 4.5. 

Expansion of hydroelectric and power production; railway 
construction; expansion of iron and steel production. 

Highway improvement 3.75; agricultural training center 
0.25. 


Revolving loan fund for various purposes, including live- 
stock production, farm-to-market roads, and food storage 
facilities. 

Agricultural credit system in tropical coastal area, 3.1; 
oans to agricultural producers, 2.0; industrial develop- 
ment, 1.0; highway improvement and maintenance, 0.2. 

Extension and modernization: road, and bridges, 8.7; elec- 
trical grid, 3.3; workers low-cost housing, 1.9; small com- 
munity works, including access roads, water installations 
and range control, 6.0. 

Hydroelectric plant. 

Loans through Refinance Corporation of India to private 
industry. 

Irrigation, well drilling, and agricultural development, 11.4; 
agricultural settlements (construction of farm buildings), 
2.8; land preparation, 0.4; agricultural research station, 
0.3; afforestation, 0.4; development of roads, 3.8; electric 
power construction, 6.6; loans to home buyers, 3.0; devel- 
opment of telephone services, 2.1; industrial expansion, 
5 


9. 

Industrial development in southern Italy, 14.0; revolving 
loan fund—tourist facilities, 8.0; fund for creation of small 
landowners, 8.0. 

Electric power development, 50.7; irrigation, drainage and 
reclamation, 8.4; productivity center, 0.4. 

Electric power development, 21.9; irrigation and land devel- 
opment, 12.7; land reclamation for industrial sites, 1.9; 
productivity center, 2.8; forest development, 2.8; indus- 
trial marketing and processing, 4.5; improvement of fish- 
ing port facilities, 1.9; silk center, 0.4; undetermined, 0.5. 

Highway and bridge construction and improvement, 0.7; 
airport development, 0.2; sewerage system, 0.7; agricul- 
tural development (primarily coffee), 0.6. 

Irrigation and land development; road construction. 

Expansion storage facilities for bananas and cereals. 

Reforestation and watershed control, 5.1; small irrigation 
projects for noncitrous fruit and vegetable production, 
2.6; soil conservation, 0.3; land consolidation, 1.0. 


Projects which may 


2 Approval of projects allows expenditures of up to the amount stated. The total value of the projects 
would decrease if the amount available for loans is less than that anticipated. 


8 Projects total $30.1 million, equivalent reflecting probable shortfall in loan funds available. 


TABLE 7.—Disbursemenis under Public Law 480 loan agreements as of Sept. 30, 


1957 } 
[Millions of dollars equivalent] 

Total dis- Total dis- 

bursements bursements 
BNR Pee oe oa i eG 5 mar. Soe ee 96. 765 
POR Ace. o. aes. TS oe bk ee 2.114 
ee eee i OS come jot ate wadnae 5. 366 
I ib i ios nde we en ch TIN ooo thnnieiuseusucet 8. 985 
I os 120 — ++ 
a i a ak 30. 343 WN tea eau seae 183. 236 


1 The figures on disbursements are available only as of Sept. 30, 1957, since ICA is dependent on monthly 
report from its missions. 








FOOD AND FIBER AS A FORCE FOR FREEDOM 19 


Payine Unirep States BILts 


Section 104 (f) makes foreign currencies available for the payment 
of United States obligations abroad. Agencies requiring foreign 
currencies buy them with appropriated dollars from the Treasury 
Department through United States disbursing officers in the embassies. 

Foreign currencies totaling $573.1 million—25 percent of all title I 
currencies—had been earmarked for these purposes through 1957. 
The dollars which come back through agency use are supposed to be 
credited to the Commodity Credit Corporation, with the exception 
of those used to finance travel by Members of Congress. At the close 
of 1957, Treasury had been authorized to sell $180 million in foreign 
currencies to agencies for any purpose for which appropriated dollars 
were available. Reimbursements to CCC, however, came to only 
$111.6 million, through November 30, 1957. 

Large uses have been in Spain and Turkey for defense purposes—for 
base construction in Spain; for military construction and maintenance 
operations in Turkey and for meeting local expenses of American 
personnel stationed in that country 

Up to $250 million of these funds are authorized for military family 
housing and community facilities in foreign countries. At the end 
of 1957 $106.1 million had been earmarked for this purpose and $72.5 
million allocated for construction of 5,600 housing units. CCC will 
be reimbursed for the use of the military housing funds to the extent 
they are used. Reimbursement comes from the quarterly allowances 
of military personnel. Thus, a big part of the military housing funds 
will be tied up for some time. 


Tentative earmarking and allocation of local currency for military family housing 


{In millions of dollars] 














Through December 1957 Through December 1957 
Country Country cna a omen ai 
Earmarked | Allocated Earmarked | Allocated 
BM dain cksnne nies 8.9 6.4 — Ces SSS ROBE TP Oana 
Ns ins gun dnc bdinis ee En nacacseae CNR isn ksi cs ocesecnidnn 16.0 14. 6 
pA so lihitlihi aii aapoiaiaminagl =? a 7 United Kingdom._-.-.-.-. 33. 4 27.2 
Dis keh nd eine aeddie 24, 
Puilippines Liaise ete 2 1.5 eee Se > a 106. 1 72.5 


The funds are planned to be used for military family housing in 
these countries, except that in the case of Austria and Finland housing 
materials will be provided for use in other countries. 


Miuitary ASSISTANCE 


Section 104 (c) makes foreign currencies available for the procure- 
ment of military equipment, materials, facilities, and services for the 
common defense. The International Cooperation Administration 
and the Department of Defense are responsible for administration 
of this section. ICA is involved because it administers the mutual 
security program. 

Foreign currencies amounting to $249.5 million have been ear- 
marked for defense support purposes. As of mid-June slightly more 
than $177.3 million had been allocated by the Budget Bureau for these 


24462—58——_4 
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uses. CCC is not reimbursed for these currencies. The following 
table shows the currentstatus of funds for defense uses. 


Defense uses of Public Law 480 currency under sec. 104 (c) 


{In millions of dollars} 


a 7 
Through December 1957 | Through December 1957 
 scediiiecateiddsid || Leica Silencer lita ali tear 











Countries Countries x 
| 
Earmarked | Allocated } | Earmarked | Allocated 
| 

al aaa te Stile tg scacapenaph ecole tinaigeo min 
Sethe pei 79.3 fo | a ee 0.1 0.1 
I oe oe Se ae 66. 1 48.9 || Columbia. ............- GOD Bid deabch 
Yugoslavia............- 88.9 677 Eh OR dennanticisepdas HOD es teincéinnie 
Pt Wie pas boddaccbard 5.9 5.9 || Philippines_..........-- Be | Medes Al. 
IR nahin tnteibainiiatens 4.9 4.9 ——— 
eis ea aacta neta 2.0 2.0 249. 48 177.3 
Es hlenticekntncns a as 





Here are some examples of how these funds are being used: 

Pakistan: For military base construction by United States Army 
engineers, and grant to Pakistani Government to meet defense support 
requirements. 

orea: Nearly all of funds reallocated to ICA to provide a grant 

for support of the Korean budget. 

Yugoslavia: $57.5 million to reconstruct the Adriatic Highway. 

Iran: Part of the funds to be used as a grant to the Iranian Govern- 
ment for procurement of military items including food, tires, batteries, 
and other equipment. 

Taiwan: For petroleum pipelines, construction of a naval medical 
center, supply warehouses, dock repairs, and drydock pier. 

Chile and Peru: Funds to help finance Inter-American Geodetic 
Survey mapping projects. 

Use of foreign currencies for defense also is planned in Brazil and 
in the Philippines. Specific projects have not been agreed to. 


Unrrep States Business Loans 


Section 104 (e) provides local currencies for promoting economic 
development and trade among nations. International Cooperation 
Administration is responsible for this section. Originally, the section 
provided for economic grants only. ‘Two have been made. One of 
$54 million is for a 3-year program in India, and the other of $7.5 mil- 
lion is for Greece. 

The Public Law 480 hearings developed the opportunity for putting 
our farm abundance to another use, and the need for making some 
currencies available for loans to United States business firms operating 
in foreign countries. 

An amendment making this possible was passed by the House of 
Representatives on June 21, 1957, and later adopted by the Senate. 
This new provision of the act permits the use of up to 25 percent of 
the foreign currencies provided for in an agreement to be loaned 
through the Export-Import Bank to United States firms doing business 
in foreign countries. 

The loans are intended for business development and trade expan- 
sion within the country in which the firm may be operating, and for 
establishing facilities to aid in the distribution and use of agricultural 
products, and to help increase markets for United States farm prod- 
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ucts. There is a prohibition against use of these funds for loans to 
make products which would compete in the United States with United 
States products. Foreign currencies are acceptable in repayment of 
the loans. 

The 25 percent of currencies specified for relending to private 
business firms abroad should be regarded as a ceiling rather than as a 
floor. However, during the last fiscal year negotiations were carried 
on for the full 25 percent of loan funds becoming available. 

As a result $150 million in currencies from 1957 fiscal year agree- 
ments will become available for relending to private United States 
business firms in 16 countries—Austria, Bolivia, Brazil, Colombia, 
Ecuador, Greece, Iceland, India, Israel, Italy, Pakistan, Peru, Philip- 
pines, Spain, Thailand, and Turkey. Eleven countries have reloaned 
or have agreed to reloan about $98 million in currencies from prior 
agreements. These include some of the above-named plus Argentina, 
Japan, and Paraguay. 

Under agreements signed during the last half of 1957, 25 percent of 
sales proceeds from agreements with Israel, France, Mexico, and 
Pakistan, and 15 percent of sales from the agreement with Greece 
will be made available for business loans. The additional total comes 
to $35.7 million. This will become available after commodities 
have been bought, shipped, and paid for. 


OTHER AID TO ALLIES 


Section 104 (d) makes foreign currencies available to finance the 
purchase of goods or services for other friendly countries. The Inter- 
national Cooperation Administration administers this section. 

Currencies totaling $42.8 million have been earmarked for this 
purpose. Plans have been developed for using $29.6 million. CCC is 
not reimbursed for these currencies. 

Italian lire have been used to provide industrial goods for Israel. 
Japanese yen have purchased textiles for Vietnam. During 1957 
Italian lire and Finnish finnmarks were used by ICA to purchase 
textiles and paper products for the mutual-security program in Korea. 
Over $3 million of Japanese yen have been used by the Army 
for civilian relief in the Ryukyu Islands. It is planned to use $8.6 
million of finnmarks to buy ships for several Asian countries, and $5 
million of rupees for Indian textiles for Burma. 


MarKEtT DEVELOPMENT 


Section 104 (a) makes foreign currencies available to help develop 
new markets for United States agricultural products ‘‘on a mutually 
benefiting basis.’”” The Department of Agriculture is responsible for 
market development work. USDA policy has been to act as a cata- 
lyst, with actual promotion and development work being carried out 
by trade groups or private organizations. 

Nearly $39 million in foreign currencies have been earmarked for 
agricultural market development in the agreements signed through 
1957. Though this is potentially one of the most important parts of 
title I, the funds assigned to market development represent less than 
2 percent of the total. As with all uses of local currencies, allocation 
of these funds is strictly controlled by the Bureau of the Budget. 
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The work began in 1955. At the beginning of this year some 163 
market development projects had been started, though this total 
includes trade fairs. 

The Department of Agriculture has contributed the equivalent of 
$9.1 million in foreign currencies in support of market development 
projects. Trade groups have put up $2.8 million, making a total of 


$11.9 million for this work through 1957. The following table gives 
the current picture: 


Tasie II.—Sec. 104 (a) market development activities by commodity groups, trade 
groups, and contributions ! 


Commodity group and cooperator FAS con- | Trade con- Total 
tribution | tribution 


Livestock and meat._...........----- a a a aE $255, 451 $55, 687 $311, 138 


National RendGerers’ Association... .............-.66...-sce0sce 177, 448 36, 246 213, 694 
a tea cau ae 13, 495 1,911 15, 406 
Peruvian National College of Agriculture._................---.- 5, 997 6, 530 12, 527 
TE SRO DRI 2h vei nicicko~ncetnnkoskaavactseoes< 50, 000 10, 000 60, 000 


National Hide Association, National Independent Meat Pack- 
ers’ Association, and Western States Meat Packers’ Associa- 









































RT acai gc oes cnet toc uhinedioduaaieenee anataeeanen 8, 511 1, 000 9, 511 
ETE eee nat Al) ait nee biainsmasd Gaudet eae 482, 545 124, 549 607, 094 
American Soybean Association.................................- 377, 465 45, 025 422, 490 
Soybean Council of America___-_..._.----- ncoebennitene akuns enue 105, 080 79, 524 184, 604 
Fruits and vegetables-_-__- DO dh ihaneat kas Maas aki 76, 620 89, 670 166, 290 
as Raeee Aavieory board... ..8 2 enc cnc ceccs 25, 000 1, 250 26, 250 
Dalnonia Prone Advisory Board.._......... enn nnnsce-- dun 25, 000 40, 000 65, 000 
ry eee Sn ona ccnd ba dmt scded~cucehansnopoe 25, 000 44, 820 69, 820 
UE SED DACUIE, DIINO on cto - c chee nan subaaseen’ 1, 620 3, 600 5, 220 
Grains and feeds__..........-.-- sseph Eee oe deka ie es gee 1, 242, 063° 245, 039 1 487, 102 
Oregon Wheat Growers’ League...-.-...........-..--....--.-..- 792, 051 176, 989 969, 040 
Millers’ National Federation..............-..--.....-----.------ 76, 678 7, 500 84, 178 
Department of Agriculture, Nebraska...............-.--.---.--- 23, 485 14,7 38, 185 
ee eee rey cone a eee 43, 161 7, 350 50, 511 
I i i i win lr 5, 598 5, 000 10, 598 
Oregon Wheat Growers’ League and Millers’ National Federa- 

I Se a: eet etl innin Pic nicaestle ashi ah i eae ake 119, 258 7, 500 126, 758 
Nebraska Wheat Growers’ Association_.....-.-_----.----------. 38, 037 17, 500 55, 537 
United States Rice Export Development Association, Inc_--___- 16, 246 1, 500 17, 746 
Nebraska Wheat Growers’ Association and Millers’ National 

INES och cw cutddad <bocalicacubecobbasdiansseueou 127, 549 7, 000 134, 549 

as Org ee 2, 388,014 | 1,904,480 | 4,292, 494 
I I oie inc acenttnniondscckdapeesetagapbadecabans 800, 705 104, 345 905, 050 
Institute of American Poultry Industries__............--...-.-.- 351, 965 18, 495 370, 460 
tr a SII ace nantonnccabacaaoeecacheeek 417, 653 50, 860 468, 513 
Holstein-Friesian Association of America. .........-..------- 6, 321 9, 000 15, 321 
Peruvian National College of Agriculture..................-..-- 5, 997 6, 530 12, 527 
EON CIN icici adnan dhkGee dene chdethaetmbbadeihdd 8, 572 7, 000 15, 572 
Escritorio Tecnico de Agricultura...........................-..- 8, 642 8, 460 17, 102 
Purebred Dairy Cattle Association. -_-.-..................-...---. 885 2, 500 3, 385 
Brown Swiss Cattle Breeder’s Association. -.-................---- 670 1, 500 2,170 


Tobacco, Leaf Tobacco Exporters’ Association, Inc., Tobacco Asso- 
ciates, Inc., and Burley and Dark Leaf Export Association, Inc...| 1,055, 854 





RIINET POURED. 6 6 Siccdnecdsctinncnakddecdoceécdnmebnaseses 212, 038 
General operating costs. - site 403, 860 
Pe Git ketntiedintetcncetasstadecsnesndunckanadannadbiancNdat 2, 194, 072 








Tid iininciinn meen ernhinthtittcnienitbhinaiananidiban nein teeanienmedll 9,111,222 | 2,799,907 | 11, 911, , 129 


1 Based upon operating records subject to adjustment upon final accounting. Foreign currencies in- 
cluded have been converted to dollars at appropriate exchange rates, generally U. 8. Treasury selling 


rates, at the time obligations or authorizations made. Period covers beginning of program, July 1955 
through December 1957. 
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USDA has a balance of approximately $6.5 million for 1958 fiscal 
year work remaining from annual fund requests to the Bureau of the 

udget. At the current rate, trade contributions would raise this 
amount for market development activities in the last half of 1958 
fiscal year to $8.6 million. 

The Department of Agriculture says it expects to have $20.5 million 
in operation by the end of this fiscal year, and adds that, in addition, 
a supplemental funds request for foreign currencies for fiscal year 1958 
work is being prepared. 

Here are examples of market development work: 

The Department of Agriculture and the American Soybean Asso- 
ciation have been promoting with considerable success the additional 
use of United States soybeans as food in Japan during the last 3 years. 

The market has been surveyed. A Japanese American Soybean 
Institute has been established. Grading standards for American 
soybeans have been changed to make them more acceptable on world 
markets. Promotional activities are going forward in Japan, such as: 
Schools for housewives showing them how to use soybean products; 
sales schools for personnel in plants making soybean products; training 
of nutritionists in the use of soybeans in cooking ach dtle and demon- 
strations. 

The Soybean Council of America is conducting similar work in 
Spain and Italy to increase the use of United States edible oils. The 
peoples of the Meriterranean Basin are large users of liquid oils. 
Spain offers special opportunities for greater use of United States oils. 
Its olive orchards are not now producing enough to supply needs. Its 
economy is expanding under the stimulus of internal development 
plus large United States expenditures for military base construction. 
Spain is short of oil. During the last 2 years its people have found 
U om States oils to be an acceptable <oclasaaiand for their own olive 
oil. 

George Strayer, executive vice president and secretary-treasurer 
of the American Soybean Association, told the committee: 

We have only scratched the surface on the possibilities of selling American soy- 
beans and soybean products in world markets. The northern Reouatn coun- 
tries could use much larger quantities of whole soybeans. The Mediterranean 
countries could use much greater quantities of soybean oil. The Central and South 
American countries could use soybean oil and soybean meal and flour to great 
advantage. The populations of India, Pakistan, and many of the other countries 
of the Far East have great need for additional quantities of protein and fats, and 
soybeans supply those two commodities more economically than any other crop 
which is commercially produced in the world today. 

Eight kitchen demonstration buses have been traveling throughout 
Japan since October 1956, spreading the word about uses of wheat to 
an estimated 300,000 housewives by means of cooking demonstrations 
emphasizing balanced meals. 

iversification of the Japanese diet to include the consumption of 
more grain products is mutually beneficial to Japan in the better 
health of its people, and to the United States in the development and 
expansion of markets for agricultural commodities. 

his project is administered cooperatively by the Oregon Wheat 
Growers League and the Japan Nutritional Association with overall 
guidance from the Department of Agriculture. It has been received 
with enthusiasm by the Japanese people. 
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The Oregon Wheat Growers League and the Japan School Lunch 
Association are undertaking a project designed to expand consumption 
of wheat and dairy products in Japan. This is to be accomplished by 
carrying out an expanded school-lunch program. 

School lunch meals include a hot dish, a bowl of powdered milk, and 
a large wheat roll. Many Japanese leaders, said Richard K. Baum, 
executive vice president of the Oregon Wheat Growers League, feel 
that school lunch has had more effect on increasing consumption of 
wheat foods than any other single activity, because the children learn 
to like the taste of wheat rolls at school and want to eat them in the 
home. 

Of some 12 million primary-school children in Japan, 6 million re- 
ceive a complete school lunch, and 1 million receive milk only. Most 
of the remaining 5 million children not participating are children of 
farmers. This is partly due, testified Mr. Baum, to the poverty of 
farmers, and to a lack of understanding of school lunch benefits. A 
campaign to bring the school-lunch program to another half million 
children is underway. If successful it would mean additional require- 
ments of 10,000 metric tons of wheat flour, and nearly 4% million 
pounds of nonfat dry milk a year. 

Cotton market promotion was initially carried on through an 
agreement with the National Cotton Council. Because of the increas- 
ing size of these operations, the council organized a separate corpora- 
tion called Cotton Council International to carry out these promotion 
activities. Contracts between USDA and the National Cotton 
Council were transferred to Cotton Council International. 

CCI has 102 promotion campaigns started in nine countries which 
represent about two-thirds of the free world’s cotton consumption. 
The countries are France, Germany, Japan, Austria, Belgium, Holland, 
Italy, Spain, and Switzerland. 

Cotton promotion activities include all the successful techniques 
such as promotion with fashion leaders, holding cotton weeks, working 
with distributors and retailers of cotton goods, and sponsoring other 
special events such as tours by the American Maid of Cotton to make 
people more conscious of the beauty and serviceability of cotton. 

Read P. Dunn, Jr., director of foreign trade for the National Cotton 
Council of America, testified: 

Recently good quality, well-styled, ready-to-wear women’s cotton clothing 
became available in France for the first time. This is the beginning of something 
which the council staff believes is going to spread like wildfire, not only in France, 
but throughout the foreign world. The cooperative programs undertaken with 
Public Law 480 funds will help it spread, and cotton should benefit accordingly. 

The tobacco trade groups working with USDA on market develop- 
ment projects are Tobacco Associates, the Burley and Dark Leaf 
Tobacco Export Association, and the Leaf Tobacco Exporters 
Association. Projects are underway in Japan, Korea, Thailand, 
Burma, Italy, Spain, France, Finland, and Austria. 

Development work includes the usual advertising promotion, 
visits of foreign tobacco officials to the United States to acquaint 
them with United States manufacturing and distribution methods, 
technical assistance, market studies, consumer preference surveys, 
and exhibits at fairs. 

During the year ended June 30, 1957, Japan used about 2 million 
pounds more United States leaf than during the previous year—an 
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increase of about 40 percent. Japan has put on the market a new 
brand of cigarettes containing a blend which included United States 
tobacco. Japan has established a production and merchandising 
oal for the current year which, if realized, will represent an increase 
in consumption of United States tobacco of another 2 million pounds. 
Use of United States leaf in Finland has increased following a visit 
to this country of a delegation of Finnish tobacco representatives. 

In the summer of 1956 a modern United States-type supermarket 
was set up in Rome, Italy to coincide with the Third International 
Congress on Food Distribution. Some 4,000 representative items 
were stocked, including the usual package groceries, frozen foods, 
meats, poultry, dairy products, and some Italian food products. 

The exhibit was held over a week longer than intended. Approxi- 
mately half a million persons inspected the market. Manufacturers 
who loaned the equipment and fixtures sold it to Italian businessmen 
who decided to go into the supermarket business. They have opened 
three supermarkets and plan further expansion, John A. Logan, 
president of the National Association of Food Chains, testified. 
A company in Milan is building six. Other companies are planning 
to open supermarkets in all major cities in Italy. Mr. Logan reported: 

The great public interest in the exhibit and the initiative of food-industry 
leaders in Italy already have developed some products as well as interest in 
the frozen-food and prepackaging fields. The opening of plants in which to 
process cheese, pasta, and other products of Italian farms should speed the 
economic recovery of southern Italy, largely agricultural, which has lagged behind 
the industrial northern part of the country since World War II. 

American food products already are finding acceptance in Italy. Photographs 
of the new supermarkets in Italy, taken recently, show numerous well-known 
brands of American goods displayed on the shelves—canned fruits and vegetables, 
packaged cereals, gelatin desserts, coffee and tea, biscuits and crackers, dried 
fruits, etc. Interest in frozen foods now is so great it is anticipated that markets 
for some items will develop sooner than anticipated. 

Some of the new markets are now stocking lines of United States 
prepackaged foods which had not been widely available in Italy. 

USDA’s direct promotional activities have been principally sponsor- 
ship of market promotion exhibits at international trade fairs. 
Twenty trade fair exhibits have been held, reaching some 12 million 
persons in 12 countries. 

A sampling of United States farm products is a regular feature of 
the exhibits. Products sampled regularly include recombined milk, 
ice cream, cheese, citrus juices, doughnuts, bread and pastries, ciga- 
rettes, popcorn, frankfurters, and potato chips fried in soybean oil. 

A broadening of exhibit-type activities has been discussed by the 
Foreign Agriculture Service of USDA. 





EpucaTIONAL ExcHANGE 


Section 104 (h) provides local currencies for educational exchange 
programs with other countries to help promote better world under- 
standing. A total of $23.2 million in currencies have been earmarked 
for this purpose. 

The funds are used to help finance the training of foreign students 
in the United States and of American students in other countries 
under the Fulbright Act. It makes possible on a wider scale the 
bringing of carefully selected graduate students, teachers, research 
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scholars, and lecturers from schools abroad for further training and 
experience in the United States universities, and the sending of simi- 
on qualified American students to universities overseas. The 
Department of State is responsible for administering this section. 

In 1956 only 1 program was operating under Public Law 480, and 
there were only 23 exchanges of students, teachers, lecturers, and 
professors. In 1957 there were 290 exchanges; 841 are being ex- 
changed in fiscal 1958, and the total will exceed 1,300 in fiscal 1959. 

This is how our food abundance is being translated into education 
and research and into the improvement of understanding between 
nations. It is a long-term program running through 1961. The 
following table shows the status of funds planned and allocated by 
countries through 1964. 
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Arp To ScHoo.s, LIBRARIES 


Section 104 (j) makes foreign currencies available for the assistance 
of American-sponsored schools, libraries, and community centers 
abroad. Currencies totaling $12.5 million have been planned for this 
purpose. Funds available totaled $12% million equivalent on Decem- 
ber 31, 1957. Of this, $6% million had been earmarked for schools. 
The Department of State and United States Information Agency 
administer this section. 

The following table shows the status of this program. The curren- 
cies are intended for such projects as scholarships to students of the 
countries in which schools are located; increasing the salaries of United 
States teachers; the improvement of curriculum, purchase of instruc- 
tional equipment, and assistance in constructing new school buildings 


and remodeling present ones. CCC receives no reimbursement for 
these currencies. 


Status of proposed programs utilizing Public Law 480 funds in accordance with 
sec. 104 (j) (aid to American-sponsored schools) as of Dec. 31, 1957 


Actual 
amount in | Amount ear- 
Public Law | marked for 
480 agree- schools by 
Country ment under | Interagency 
sec. 104 (j) Staff Com- 
for depart- | mittee (De- 
mentofState| partment 
and USIA of State) 


I ionic. cicrcsdeeaedsnsentendun iaardinenn omnis oa meee net $640, 000 $640, 000 


in sc: Sebi chicka pialie taaliotn tin ahi = ctxedliebiielaatianonncadtinna aed 200, 000 100, 000 
Di aac vind wckkc<codinten menkeins wana ee niagen aaa da aan mie 901, 550 565, 000 
I a sa nsin ls cate gpcsin cllendll pin x sehr Albarn ss cdi siete ipelsiean scien col 790, 000 600, 000 
I docs Seinck ded cpa ihdeorcibc er doa anders anon dr rinlon esses eae ener aaioecaap ae aikiater a ae 270, 000 220, 000 
IE haa hoc at aS otic ss dcp sein nis asain sca ie bats extn Sates ellison at pila | dike 
I scsi scissile neh i ac cs aN th i lee ea ata alan egiatcai danas 1, 500, 000 500, 000 
Dic icca. cn td methtoaiek ditt aiaddinc= doce oudabbesids aie Weldidah tketee tieieiiana een 250, 000 | - Schedhed 

 —_—_- ela sisal depot Setambteks 1, 000, 000 1, 000, 000 
I hahaha ensign ho: cls Spas ln tt ive Seat oe iat caliente ila nba ia alg Roce 600, 000 | _- sD. 

ND is wecmeiccn ames sly Mtb anistinniiy ain snail nase ataeeeliaeiticn ate ahi 900, 000 500, 000 
NI cg ces ate sass Bei altp vs cmc wath eles gn sci es eal SA ae eo ins ane ae DE bac gnkcnp dca 
tsar nse lbcsemsi aspdnscnceinlin sche Saescearteeins ali ch atenaneaa ck ata a eis 360, 000 260, 000 
dark linc ats 0h nies agains san sais Seukanpelaaee eka aie ale ena to a aeadd woe 500, 000 |.....- innate 
Thailand _____ eich 5 Sie wi Riactcas aiken anata be adiaha soa 280,000 |.....-- ow 
NI cscs catpRsesscs en cei es te dina ncn noe pe chants Sone carcass ON ta cece ae 2, 470, 000 1, 970, 000 





Total__..__- : ; 5 cesctiinaanilpaei de tel ek Se 12, 251, 550 | 6, 355, 000 


SrrRATEGIC MATERIALS 


Section 104 (b) makes foreign currencies available for purchase of 
strategic materials for the supplemental stockpile. The Office of De- 
fense Mobilization is remgenalllla for this work. Little use has been 
made of this section to date. Currencies earmarked for this purpose 
total only $2 million. Commodity Credit Corporation receives no 
reimbursement for these funds. 


Book TRANSLATION 


Section 104 (i) provides local currencies for financing the translation, 
publication, and distribution of books and periodicals abroad. This 
section is administered by the United States Information Agency. 
Up to $5 million in currencies may be allocated for these purposes in 
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a fiscal year. Agreements so far provide for a total of $3.3 million 
equivalent. 

Present emphasis is upon translation and publication of American 
textbooks for use in schools of other countries. Such programs are 
being considered, or are developed, in Austria, Brazil, Colombia, 
Greece, Pakistan, Peru, Poland, Spain, Thailand, Turkey, and Yugo- 
slavia. Purchase of $180, 000 worth of paper in Finland for publish- 
ing of textbooks in other countries is x atte CCC receives no 
reimbursement for these currencies 


eS eee 


— 








PART Ill 
FAMINE RELIEF PROGRAMS 
GOVERNMENT-TO-GOVERNMENT TitLE II Arp 


Title II of Public Law 480 makes it possible for our Government 
to go quickly to the aid of any friendly people in the world in time of 
emergency or urgent need. It authorizes the President to make 
grants of our food abundance from Commodity Credit Corporation 
stocks to any friendly nation in distress. It also permits grants to 
any friendly population in the world without regard to the friendliness 
of their governments. 

This title expresses the spirit of the American people in extending a 
helping hand to those of other lands in a time of trouble. 

The central purpose of title II is to provide quick food and fiber 
assistance in emergencies on a government-to-government basis. 
Grants also are authorized through nonprofit American voluntary 
relief agencies. 

Title II is administered by International Cooperation Administra- 
tion. Commodities amounting to $800 million in total cost to Com- 
modity Credit Corporation may be used for the purpose of carrying 
out this title. These are commodities already in CCC stocks. The 
limitation on total costs includes cost of ccean freight. 

A total of about $390 million in commodity value plus other CCC 
costs were obligated under title II during the first 3% years of the pro- 
gram ending December 31, 1957. Approximately $47 million of this 
were shipping costs. 

Seventy percent of the grants authorized from CCC stocks were for 
bread grains, rice, and coarse grains. The balance is represented by 
milk and milk products, fats and oils, cotton, and some dry beans. 
Here are the dollar authorizations under title II through December 
1957: 

Bread grains, $173,082,000; coarse grains, $36,499,000; rice, 
$31,048,000; milk and milk products, $53,946,000; fats and oils, 
$31,980,000; raw cotton, $13,509,000; and dry beans, $3,995,000. 

The law permits grants to be made within a broad framework of 
emergency aid, though care must be taken to see that grants do not 
interfere with normal sales. Packages or containers must be identified 
as gifts from the people of the United States. 

Here are some of the types of aid granted under title IT: 

When floods swept the Danube Valley in 1954 the United States 
sent $10.6 million worth of aid to the peoples of the area, even though 
some of them were in countries alined with the Soviet Union. 

A number of grants have been made to Pakistan to avert threatened 
famine in that country because of floods and insect damage to crops. 

Title II grants of foodstuffs were supplied for the feeding of Hun- 
garian refugees flooding into Austria. Furthermore, feed grains 
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were shipped to Austria for sale in that country, with the proceeds to 
be used for Hungarian relief purposes. 

Some 20,000 tons of wheat and 70,000 tons of corn and other feed 
grains have been authorized for distribution to needy people in 
southern Peru where drought last year cut crops to around 20 percent 
of normal and reduced livestock population by half. Sales also were 
authorized to help in financing ak projects in the drought-stricken 
areas. 

A United States voluntary relief agency is being supplied with 
more than $6 million worth of cotton for use in Korea, Spain, Germany, 
and Italy. The cotton is to be made into bedding and other goods 
for use in charitable institutions and free distribution to needy. 

Dried milk, cheese, and flour are being supplied to Tunisia to 
expand its child-feeding program. These commodities are to provide 
rations for an additional 10, 000 to 15,000 children for the first year 
of a proposed 3-year program. Wheat, dried milk, and other products 
have been supplied under title IT grants for expanded school lunch 
programs in Japan and Italy. 

Title II activities of Public Law 480 all serve a humanitarian 
purpose. They are carried out in response to great need. They help 
to make friends for the people of the United States in all parts of the 
world, in many cases irrespective of the friendliness of the government 
in a particular country. This is another way in which the Public 
Law 480 program is serving the interest of United States foreign policy, 
though it is the farmer and the farmer’s price support program that 
is being charged with the entire bill. 











PART IV 
OVERSEAS RELIEF 


DoNATIONS TO VOLUNTARY AGENCIES 


Title III of Public Law 480 greatly increases authority to use our 
food abundance at home and abroad for the humanitarian purpose of 
bringing aid and assistance to those in need and distress, and for the 
practical objective of providing children with healthful foods and train- 
ing them in good food habits. 

This title makes possible increased use of abundant foods for do- 
mestic donation programs. Surplus foods are being made available 
in this country to more than 13.6 million school children taking part 
in school lunch programs. They are going to some 1.4 million needy 
persons in charitable institutions in the United States. They are help- 
ing to assist some 2.6 million persons in needy families. 

This title makes available farm commodities for any area in the 
United States which has suffered acute distress because of disaster, 
or because of unemployment or other economic cause. 

Title ITI also has greatly accelerated the use of abundant foods in 
donation programs for those in distress in other countries. It is the 
legislative basis for the great people-to-people program in which the 
people of the United States, through their own voluntary agencies, 
extend a helping hand to those in need in other lands. 

Commodities for domestic and foreign donational programs are pro- 
vided with the help of the Department of Agriculture’s Agricultural 
Marketing Service. In both instances, however, actual distribution 
is carried on through accredited local intergovernmental, or voluntary 
organizations. 

There are no limits on use of surplus commodities for donation 
purposes. However, foreign donations must come from stocks re- 
maining after other requirements are met. ‘To this extent, the foreign 
food donation program is based on leftovers. 

This creates a great uncertainty of supply on the part of the volun- 
tary agencies handling this program. Short-notice cutoffs of certain 
foods make it difficult for agencies to plan. In view of American 
agriculture’s bountiful production, the degree of uncertainty present 
in current operations could and should be ‘avoided by better planning 
and more imaginative use of surplus supplies by our Government. 

Foreign donations totaling $1,004 million in total cost to CCC, 
including storage, interest, transportation, some processing, etc., 
have been made in the last 4 years. 

The bulk of these donations have been surplus nonfat dry milk 
and other dairy products, some fats and oils early in the program, 
and some grains. The table on page 11 shows title III foreign dona- 
tions by commodities since Public Law 480 has been in operation. 

This program is carried out by 22 approved nonprofit American 
voluntary relief organizations and such intergovernmental organiza- 
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tions as UNICEF (the United Nations International Children’s 
Emergency Fund). 

Voluntary agencies were giving assistance abroad for many years 
before Public Law 480 went into the books. Public Law 480, however, 
has greatly increased the size and effectiveness of such assistance. 

These agencies were organized by the American people through 
their churches and other organizations. Their purpose is strictly non- 
political. It is concerned only with lessening misery and hunger 
among their fellow men in other lands. 

For this reason, their importance to United States foreign policy is 
far above any mere disposal of farm surpluses. 

The agencies reach more than 100 million persons in most of the 
free world. They are able to get down literally to the grassroots and 
to make friends with people who cannot be reached by government. 

Most of the agencies testified at the hearings through their own 

epresentatives or those of some other group. They were unanimous 
n requesting— 
1. The assurance of greater continuity in food supplies. 
Approval of greater amounts of fats and oils for inclusion in 
feeding programs abroad. 

The best way to understand the significance and effectiveness of this 
people-to-people program of foreign food distribution is to hear from 
the agency representatives themselves. Here are some highlights 
excerpted of their testimony: 

Miss Eileen Egan, chairman of the surplus commodities policy 
committee of the American Council of Voluntary Agencies for Foreign 
Service, Inc., New York City, N. Y.: 


The lifegiving foodstuffs currently being distributed overseas by the voluntary 
agencies to needy people are going into more than 59 of our sister nations and 
areas of the free world. 

They go bearing the words, ‘‘Gift of the American People,” either in English 
or in the language of the country of distribution, or in both languages, to more 
than 100 millions of people overseas. That this is an end greatly desired by 
individual Americans is proved by their continuing and increasing contributions 
given to defray the heavy expenses of their agencies’ programs. * * * 

The programs of surplus food assistance take many forms. They are carried 
on in large cities in feeding centers, through institutions and through available 
welfare organizations. 

They are carried out through school feeding, building stronger bodies than would 
be otherwise in any way possible for the future citizenries abroad. 

In every country, the whole program is supervised by an American citizen, 
often assisted by an American staff. The field personnel involved is largely of a 
voluntary nature. It is almost impossible, quickly, to comprehend the vast net- 
work of contact points thus made available between the American people and 
their friends in need across of the seas. 

Literally, tens of thousands of volunteers are thus involved in the person-to- 
person distribution alone. * * * 

Not quite 3 years ago, nearly a million people from North Vietnam came to 
South Vietnam as destitute refugees. The port of Saigon was filled to overflow- 
ing with people who lived on the streets, lived in schools, in every public building. 
Immediately, the American voluntary agencies shipped in every available surplus 
commodity, especially powdered milk, rice, and butter oil. Feeding stations 
were set up in every corner of Saigon, so that nobody died of hunger, and no real 
epidemic got underway. 

In the swiftest migration in history, these 860,000 refugees fanned out country- 
wide, where they hacked out villages from the forest lands. During this difficult 
period they were also fed from American surplus commodities. They used them 
in different ways than the way we would use them. For example, flour, they 
make into noodles and they make what they call coupe-chinoise over there. 
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It is a sort of cereal, and that is what they have for breakfast, dinner, and 
supper * * *, 

Unfortunately, the settlement was down so far that it became known as a 
roadside settlement. On the road going north out of Saigon, you had hundreds 
of villages on both sides. They were easily reconstituted as villages, because 
they had migrated in organisms as villages. And it was soon decided that these 
people could not possibly live in that area. And so a tract of 190,000 acres which 
had not been militarily secure and which had formerly been cultivated as rice 
paddies was made available to the refugees, and they had to start resettling all 
over again. 

The voluntary agencies stayed with them, sending American foods down by 
truck to the last road point and then by barge and irrigation canal to these new 
settlement areas. At the same time that our Government was making the 
larger materials and supplies available to bring this land back into cultivation, 
the voluntary agencies were keeping the people alive so that they could use these 
lands and wait for a harvest. 

The first crop in this new resettlement area called Cai San has come in, and it 
was a much better crop than could have been expected. 

So here we have the use of American surplus to bring stability to people, and 
to give them a chance to produce for themselves. The area of South Vietnam 
was one of the least stable in Asia. It was torn by strife, and was the victim of 
an 8-year war; there were brigands roving the countryside. At this point, partly 
because of the use of American surplus foods, it is one of the most stable areas 
in Asia * * *, 

And now, one thing we lack, as voluntary agencies in all of our programs over- 
seas is oil, which is the most protective of foods for those who are consistently 
malnourished. The cottonseed oil which was surplus here was like gold all 
over the Far East * * *. At this point we have no oil in any of our 
programs * * *, 

I would like to add two sentences, that in the postwar period, though the 
agencies have been able to use great amounts of surplus, the total contributions of 
funds, services, and other material aid from their constituents are far greater in 
value than the value of the surplus foods. 

And these contributions come from the nickels and dimes of children as well 
as from the dollars of their parents. And with all these myriads of lifelines of aid 
from American people overseas, we are sowing the seeds of peace that will bring a 
true unity of the human family. 


Dr. R. Norris Wilson, executive director of the central department 
of the Church World Service, New York, N. Y.: 


Our estimate is that it is possible on the average to distribute 250 pounds of 
food for $1 in cost to the American churchman and in many cases much more than 
250 pounds per dollar. * * * 

The churches do not regard America’s plenty as an embarrassment, but believe 
it to be a gift of a wise, loving, and extravagantly generous Providence to the 
American people in order precisely that we can help to bear the burdens of the 
needy people of the world at this turbulent stage of history. * * * 

Fats and oils are probably the single greatest need at the moment in many 
areas, and if corn oil, or other grain deriviative oils could be made available to 
the program it would strengthen it immeasurably. I am informed that on the 
lst day of June 1957, the Commodity Credit Corporation of the USDA will take 
title to approximately 40 million bushels of soybeans, which would yield approxi- 
mately 180,000 short tons of soybean oil. This is a resource which would immeas- 
urably enrich this program if some part of it could be made available. 

We have programs overseas, and small supplies of such oils as are available 
are actually doled out, almost drop by drop, for medicinal purposes, because of 
the shortage. * * * 

The total number of persons reached through the distribution facilities of 
Church World Service overseas is probably 25 to 30 million annually * * * 
Careful committee scrutiny is given to the list of needy persons, and every pound 
of food is given directly to the ultimate consumer * * * This program is a 
decisive and helpful means to world peace. 


Richard W. Reuter, executive director, CARE, Inc., New York, 
Nes! 


The most unique part of the CARE operation is our so-called country program. 
Under the country programs in these areas—there are about 12 countries now—we 
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are making use of surplus this year through contracted programs. The Egyptian 
program was such an operation, in which distribution is made usually to school- 
children as a school-lunch operation. 

The entire cost of that program under the country concept is borne by the host 
government. And we think it is important, and it is a story the American people 
should understand * * * that a large part of these surpluses is being distributed, 
with a reasonable part of the cost being borne by local governments. 

Where we feel that this is of major importance is that they must make the 
decision * * * that they want these socially worthwhile programs. And once 
they have established the school-lunch feeding program in which these children 
receive a glass of milk and a slab of cheese every day, they are not going to stop 
it * * * 

We are feeding—and CARE is not the largest agency—7 million people. These 
people are in tension areas—we are not feeding them because they are in tension 
areas—but very frequently our experience indicates that where people are hungry 
you get tension areas, so there is that kind of interrelation. This fall we will be 
feeding 11 million people aday. Now any major change in availability of supplies, 
and certainly in the case of milk, would hopelessly curtail that * * * 

We feel that this is one of the few ways that you can avoid competition with 
normal trade and supplies, because the people we are reaching are not receiving— 
are never in the market to purchase foods. Our great hope is that you are even- 
tually going to develop a market for that. I think one of the school feeding pro- 


grams is going to develop a market for milk, cheese, and some of the other items on 
an on-going basis. 


Senator Aiken: 


Mr. Chairman, I might add that the use of powdered milk in these programs 
goes a long way toward stabilizing the dairy industry in this country. But we 
are having a little difficulty with some countries * * * that are a little bit wor- 
ried about our continuing supplies of some of these commodities. And for that 
reason it is possible that we should be considering longer range programs, say 
running from 5 to 10 years, rather than from one year to another * 

We know that some of the countries have been reluctant to put in milk recon- 
stituting plants, because they don’t know whether they are going to be able to 
get the powdered milk next year or not. I think we will have powdered milk 
for years to come. So long as we have the outlet for powdered milk, it is easy 
to keep the dairy industry in proper balance, and it is the cheapest way to keep 
it in balance. 


Senator Humphrey: 


You also develop eating habits which are very good for long-term American 
agriculture. Cheddar cheese, for instance, was not the most desirable product 
in some parts of the world, but now they are beginning to like it. 


Mr. Reuter: 


The greatest problem facing CARE in developing programs of maximum 
effectiveness is the inability to carry through long-range planning due to the 
uncertainty of commodity availability. Except for flour, cornmeal, and cheese, 
all commodities are subject to unexpected withdrawal. These three items by 
themselves are less valuable than in combination with other products. 

For example, no program in the Orient can be fully effective without rice. 
Beans are useful both in Europe and the East. Butter or cottonseed shortening 
or oil is a major ingredient in a balance program. 

Yet during this fiscal year each of these commodities has been withdrawn from 
availability for at least part of the year. Even milk powder which is a basic 
commodity in all voluntary agency programs, had to be put on quota allotment 
because of limited stocks. 


Mrs. Anna Matson, International Rescue Committee, Inc., New 


York, N. Y.: 


At a time of tension in Berlin in 1953, I saw for myself what a distribution 
program could do. The late Mayor Reuter had asked us to help with the dis- 
tribution of butter just a few days before his death. As you probably remember, 
his death was a great blow to the city of Berlin. With the help of the Govern- 
ment, we decided to go ahead with the butter distribution. 
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We distributed a million pounds of butter. Each half pound was labeledfYin 
German, labeled ‘especially prepared for the people of Berlin by the farmers_of 
America.”’ It was a gift of the American people to the people of Berlin. 

I would like to interpose here by saying that it might not have been necessary 
to so label the butter, because butter like flour and sugar, is recognized as an 
American product. You could take the wrapping off and put any other kind of 
wrapping on, and the recipient would nevertheless know that it was an American 
butter, that it was salted. They also know that American flour is more finely 
ground, that American sugar is more finely ground. So there isn’t any problem at 
all on the identification, ‘‘This is an American product.” 


Miss Henrietta K. Buchman, American Jewish Joint Distribution 
Committee, Inc., New York, N. Y.: 


In 1953 the JDC equipped the most modern milk bottling plant in Morocco to 
provide milk for poverty-stricken infants and children. The basic ingredient is 
USDA dry milk. The dry milk and purified water, with the addition of some fat 
content, are put into the tanks and 45 minutes later emerge as whole milk, steri- 
lized, homogenized, bottled, and capped. 

The milk is sterilized rather than pasteurized to avoid the necessity for refrigera- 
tion, which is nonexistent in the poverty of Moroccan ghettos or mellahs as ‘they 
are called. Mothers are required to return their used bottles before receiving 
fresh supplies of the sterilized milk. In 1956, close to 88,000 bottles of baby milk 
were made available monthly for infants in Morocco, somewhat less than 3 bottles 
a day per baby * * *, 

It is regrettable that some foods are frequently suspended from availability 
lists. We feel it would be most helpful if assurance could be had of continuous 
availability of surplus commodities for at least a year in advance. Such provision 
by the USDA would enable the voluntary agencies to organize their feeding pro- 
grams on a better planned basis. 

It is our understanding that under Public Law 480 and its amendments it is 
permissible to process commodities so as to make available foods needed for a 
better balanced diet. We have in mind processing of corn into corn oil and sirup, 
both essential components of diet * * *. 


Mr. Bernard A. Confer, executive secretary, Lutheran World Relief, 
New York, N. Y.: 


Since February of 1946, Lutheran World Relief has sent 276,365,166 pounds 
of supplies to the needy in 30 countries. The supplies were valued at $70,454,803. 
United States Government donated surplus commodities sent by Lutheran World 
Relief have been a very substantial and important element in our program. They 
have accounted for 46 percent of the total value of supplies sent by Lutheran 
World Relief * * *. 

Lutheran World Relief is spending approximately $1,000 per day of its own 
funds in handling and distributing United States Government donated surplus 
foods * * *, 

At the present time flour, cornmeal, dried milk, and cheese are available to us 
as surplus commodities. They are very valuable foods. 

However, our field representatives are constantly asking us to send fats, so 
that there may be a better balance to the diet of the recipients. There is urgent 
need for fats and improved programs will be possible if this important nutriment 
can be made available * * *, 

For good planning and programs of maximum effectiveness the voluntary 
agencies need to have advance knowledge of the extent of the resources which will 
be available to them * * *, 


Mrs. Raphael Tourover, Washington representative, Hadassah, the 
Women’s Zionist Organization of America: 


People who understand that people care for them—and the people who receive 
the surplus food understand that Americans care for them—don’t accept the 
philosophy of other governments and other agencies that are being foisted upon 
them by Communist groups * * *, 

These (voluntary) agencies are established in the foreign countries; they are 
respected. Their workings are known to the people there. When they come in 
and distribute food and do a job, they are known as Americans; indeed, the prod- 
ucts that we have distributed are known as American products. The butter, for 
instance, all over Israel is known as American butter * * *, When we have done 
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this, we have given to the voluntary agencies a status which accrues to this 
Government * * *, 


From a summary report on surplus foods donated under title III 
and distributed by Catholic Relief Services (NCWC) Mission for 
Spain (filed by F. Robert Melina, delegate for Spain, Catholic Relief 
Services): 


The surplus food program in Spain has made a concrete contribution to the 
alleviation of human suffering, and has been widely acclaimed by both Americans 
and Spaniards as an important facet of Hispano-American relations. Throughout 
Spain it is well known that surplus foods are a gift of the people of the United 
States to the needy of Spain. The program has been one of the best publicized 
in Spain, * * 

The program has resulted in an increased school attendance, and medical 
reports exist which show that a marked improvement in the health of school 
children has been noted. 

Church officials report that in many areas where church funds were previously 
used for the purchase of medicines for the poor, the intorduction of surplus foods 
has resulted in a reduction in the number of requests for medicines * * *. 

There is dire need of proteins, fats, and oils in Spain. Calcium is also badly 
needed. A recent report received by Catholic Relief Services tells of a Province 
where the poor eat an average of 2.2 pounds of meat per year. 

Surplus butter, which made a tremendous contribution to the Spanish diet 
because of the shortage of fats and oil, is no longer available to voluntary agencies 
for donation to the needy overseas. 

The introduction of surplus powdered milk in Spain has resulted in a better 
i product. Those who can afford to purchase milk are now demanding a better 

roduct. 
: Surplus foods have reached children and adults who were unaccustomed to 
dairy products either because they were unavailable in certain areas of Spain, or 
because the price was far beyond the reach of the poor. 


Mr. T. K. Bagration, contracting officer for surplus commodities, 
Tolstoy Foundation, Inc., New York, N. Y.: 


The Tolstoy Foundation, Inc., is a charitable organization incorporated in the 
State of New York in 1939, for the purpose of assisting Russian refugees and 
refugees from other countries, victims of Communist oppression * * *. 

The existence of surplus commodities for distribution to refugees is of special 
importance. Our feeding program exists at the present time only in Germany, 
where we have our main caseload of refugees in need. 

Our shipments consist at the present mostly of cheese, of which we ship 1 
carload every 3 months, and the distribution is made at regular intervals by our 
personnel and volunteers. 

We used to distribute butter when it was available. We are planning to 
increase our allocations with rice and milk. The most important item is always 
shortening, oil or fats which, unfortunately, are not available now. 

The addition of American farm surplus to the meager diet of refugees is of 
special feeding value * * * One of our problems abroad is to counteract the 
Soviet anti-American propaganda spread among refugees by an organized Com- 
munist campaign for repatriation with the homeland. We consider that one of 
the most important and effective factors against misinformation circulated by 
Communists about our country was the generous donation of food to the needy. 


Wendell L. Rockey, executive director of the World Relief Com- 
mission, National Association of Evangelicals, Long Island, N. Y.: 


I will relate one little story. You were talking about the powdered milk a 
minute ago. We have a representative in Korea, and he got hold of an old 
washing machine and a few malted milk mixers, and he took the powdered milk 
and attempted to churn back into the powdered milk the fat that had been 
removed to make it a little more palatable. And he said the Korean children 
really went for it. 


Mr. Clyde N. Rogers, Ohio Council of Churches and Ohio Christian 
Rural Fellowship, Columbus, Ohio: 


We believe in Ohio * * * that there would be a national set-aside of food, these 
abundant foods, for use consistently as a part of our foreign program, that it 
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should not be charged to agriculture, but that it should be a part of a total pro- 
gram of American help to people around the world * 

You have heard reference here this morning to oils. “We feel that corn ought to 
be turned into oil, and it has not been under the program, and we think by all 
means it should be a part of it * * *. And in addition, we think that corn ought 


to be turned into sirup, because in my experience the refugees need sweet things, 
and we have corn rotting in Ohio * * *, 


Senator Young: 


This is one of the most encouraging meetings I have attended for a long while. 
So many people contend there is no way of getting rid of farm surpluses, and it 
has been demonstrated today that we can do it, and in a way not only very helpful 
to the people but to the prestige of the United States. 


Senator Humphrey: 


The point that Senator Young made a while ago, I think, needs to be reempha- 
sized in our thinking—that of trying to separate our normal agricultural expendi- 
tures from normal policy expenditures * * *, 

Take this corn situation that you have just mentioned. I can tell you that 
the people have been led to believe that we just have an unbearable burden of 
corn surplus. Well, if it just sits, there it is, there is no doubt about it. But if 
somebody will use a little imagination, why then we can use this corn * * *, 

Our farm people would like to know that they are doing something good for 
the world. A farm family in the country producing food and fiber and main- 
taining community institutions is a fundamental part of the American way of 
life. It makes possible these voluntary agencies. We need to preserve them 
just as well as we need to preserve other families. 


PART V 
BARTER TRANSACTIONS 


BACKGROUND ON PROGRAM 


The language contained in title III, Public Law 480, among other 
things restated more definitely the criteria and direction for so-called 
barter transactions. It specifically established the program of barter- 
ing for strategic and other materials needed by the United States. 

here was nothing new in the Congress giving the Secretary of 
Agriculture authority to barter surplus agricultural commodities for 
strategic and other materials. It had been previously authorized by 
the Agricultural Act of 1949, as amended, and the Commodity Credit 
Corporation Charter Act of 1948. Under these prior authorities the 
Department of Agriculture had participated in relative few such 
transactions and had discouraged rather than encouraged the making 
of such exchanges. However, following the enactment of Public Law 
480 in 1953, the Department began at a substantial level to consum- 
mate barter transactions. 

In order that the committee have the appropriate statistics and 
data on which to form conclusions, a questionnaire was submitted on 
December 2, 1957, to the Department. The information requested 
was received February 4, 1958. The tables in their entirety are 
published herewith. Standing alone they challenge the wisdom of 
decisions made by the Department of Agriculture which have virtually 
— the barter program. This data is shown in the following 
tables: 
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United States Department of Agriculture barter transactions—Value of materials 


taken other than those on the list of stockpile items for calendar years 1950 through 
October 1957 


{In millions of dollars] 








Agency and material 1950 1951 1952 1953 1954 1955 | 1956 ey 
pr 








ICA: 
PROG, WOE crsidcccnnsecadans 
CNN TN 6 cite waineeed 
Fertilizer 


Soybeans 


















































United States Department of Agriculture—Ezport of agricultural commodities 


[In millions of dollars] 























| | 
Calen- | Calen- | Calen- | Calen- | Janu- | April- | July- 
Exports as a result of— dar dar dar dar ary- June a 
year year year year March 1957 | tember 
1953 1954 1955 1956 1957 1957 
I. Dollar sales: | 
A. Other than CCC stocks..__| 2,289.1 | 2,112.2 | 1,588.7 | 1,314.6 750. 2 340. 5 162.2 
B. CCC stocks: 
Bet, GE di rciicsiniaciaimiiatetiee 147.9 344.2 349.1 | 1,071.7 | 1219.2 129.8 | 3437.4 
2. Credit_. elk bn eMule eeliscnduct beatenies 4.0 (*) 2.0 13.7 
If. Barter sales_- 14.0 29.9 224.1 349. 6 97.4 87.7 68.0 
Ill. Foreign currency sales under title 
eC aa ee eee: Cee 266. 0 604. 5 310.7 334.0 160.0 
IV. Sales financed by ICA programs...} 350.6 497.0 362.0 434. 5 73.5 113.2 72.8 
V. Other on — dona- 
eee 42.2 60.0 404.7 378.8 69. 6 121.1 47.7 
Tete GH inns HA ck 2, 843.8 | 3,043.3 | 3,194.6 | 4,157.7 | 1,282.2 | 1,128.3 961. 8 


1 Denotes credit. 
? Upland cotton export cash sales reclassified to title I, Public Law 480 program. 


3 Includes cotton sales made earlier in 1957 but not invoiced until August and reclassification of some of 
these cotton cash sales to title I, Public Law 480, is anticipated. 
4 Less than $10,000. 


Explanation: Above data reflects dollar Pose at export market values, except title II, Public Law 
480, and other donations included under (V) at CCC cost. These programs export values have been de- 
ducted from the total exports, the residue is reflected as ‘‘Dollar sales, other than CCC stocks.” 


Highlights of these reports are— 

(1) the clear fact that as barter sales increased so did cash sales 
from CCC stocks and total exports; 

(2) while the report is not conclusive due to the short time that 
has elapsed since the barter program was substantially stopped, 
it is clear that as barter was stopped our gross exports dropped 
and indications are that CCC cash sales also have been dropping; 

(3) the value of the materials that have been taken by the CCC 
has increased in value by approximately $55 million since their 
acquisition ; 

(4) the annual storage costs of the materials taken is approxi- 
mately $3.3 million per year as compared to $106 million per year 
for the commodities given in exchange; 

(5) the CCC has already been reimbursed for over 25 percent 
of the value of the commodities exchanged and the remainder is 
awaiting congressional action. 
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The tables show that for a period of 4 years there was very little 
done through the barter program, but starting late in the calendar 
year 1954 until May 1957 there was a steady growth in the barter 
program. The progress shown indicates that surplus commodities of 
a value of between three and five hundred million dollars could an- 
nually be disposed of through barter. 

This was the situation when this committee began its studies of 
Public Law 480. Many individual Members of the Senate and some 
of its committees had, from time to time, been approached by various 
companies, individuals, and organizations concerning various aspects 
of the so-called barter program. During the hearings, representatives 
of the several interested Federal agencies, including the Department 
of Agriculture, the Department of Interior, the Office of Defense 
Mobilization, and the Department of State, were heard as well as 
many representatives of the international grain companies, inter- 
national traders, and farm organizations. In addition, the com- 
mittee and its staff have studied the record of previous hearings 
held on this subject and have received additional pertinent informa- 
tion from the Department of Agriculture and other sources. 


How “Barter” OPERATED 


At the time the committee started its studies, in April 1957, a 
barter, under the policies then in existence within the Department 
of Agriculture, could be described as follows: An American inter- 
national trading company which normally imports ore, minerals, or 
other materials into the United States would approach the Department 
of Agriculture and offer to the Commodity Credit Corporation 
materials which were on the so-called list of objectives for barter. 
This list originates in the Office of Defense Mobilization and contained 
the materials for which surplus commodities could be bartered. It is 
forwarded to Agriculture through the General Services Administration. 
The materials offered must meet Federal specifications and be offered 
at a price acceptable to the Commodity Credit Corporation which 
uses the experts of the General Services Administration to advise 
them. The offerer had to commit himself to take the materials from 
a friendly country, deliver the commodities to a friendly country, ship 
50 percent of the materials on American flag vessels and otherwise 
meet the special requirements established by the law and the Depart- 
ment of Agriculture. 

If these conditions were satisfied, the Department of Agriculture 
would accept the offer of the materials and agree to give in exchange 
surplus agricultural commodities which could be sold in any friendly 
country through normal trade channels. The commodities were 
normally delivered promptly and sold and the materials were delivered 
over the life of the contract. Ordinarily, such contracts were for 
a period of up to 2 years. The offerer had the use of the proceeds 
of this sale until such time as deliveries of the materials were made 
and payment had to be accomplished. Prior to February 19, 1957, 
there was no limit on the interest-free aspects of the transaction but 
subsequent to that time the period of no interest was limited to 2 years. 

The bulk of the testimony from all witnesses was that the prices 
paid for the materials was normally below world market prices and 
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that the commodities were sold to the offerer of the materials at world 
market prices. 

It should be noted that insofar as the Commodity Credit Corpora- 
tion was concerned, such transactions were true barter in that the 
exchanged a commodity and received in exchange therefor a material. 
Every other step of this transaction, however, was conducted through 
normal business methods and channels having to do with the buying 
and selling of commodities and materials in world markets. 

Quite frequently the commodities would be sold in one or more 
countries of the free world and the proceeds would be used to buy the 
materials from other free world countries. Competent evidence before 
the committee showed clearly that the sale of the commodities gen- 
erated the currency to buy materials from free world nations which 
otherwise would probably not have been sold. 

On May 28, 1957, the Department issued a new directive which has 
practically killed the barter program. This was restated on December 
24, 1957, but since May 28, through October 1958, only one barter 
transaction of approximately $400,000 has been completed. 


ComPLAINTs OUTLINED 


Considerable dissatisfaction had been expressed to the Congress 
about various aspects of the barter program and, in part, led to its 
study of the problem. Typical complaints that were expressed before 
and during the committee hearings are as follows: 

1. The policies and regulations of the Department of Agriculture in 
existence at the time our study was started, unduly limited the volume 
of commodities that could have been exported. This stemmed in 
substantial part from the decision on the part of the Department of 
Agriculture to limit barters to strategic and critical materials which 
were on the list of objectives given Agriculture by the Office of Defense 
Mobilization. These materials were taken from the list of strategic 
and critical materials which governs the acquisition program ad- 
ministered by the Office of Defense Mobilization for the strategic and 
critical stockpile. 

There are some 74 materials on the list of strategic and critical items. 
According to the criteria established by the Office of Defense Mobili- 
zation, many of their objectives were already reached. According 
to the published list of objectives given Agriculture which, of course, 
changes from time to time, the Department seldom had a list in excess 
of 20 to 25 items and of these many were unavailable. 

It was contended by the barter contractors that title III of the law 
contemplated barter for “strategic and other materials’ and not 
“strategic and critical materials.”’ Further, the self-imposed limita- 
tion had resulted in the rejection of many offers of items which were 
in fact on the list of strategic and critical materials but which the 
Office of Defense Mobilization did not include on their list of objectives 
for barter because they felt that sufficient quantities had been stock- 
piled against wartime requirements. 

It was argued that at a minimum any item on the strategic and 
critical list should have been accepted if the terms and conditions of 
the offer were satisfactory, and the materials met the requirements of 
being cheaper to store and less likely to deteriorate. This was based 

n the hypothesis that these were all materials which our country 
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needs in time of emergency and in its normal economy. It was 
contended that the national resources of our country would be im- 
proved by their acquisition since they would be taken as a part of a 
“protection of assets’? program and inevitably would prove of value 
to our country. 

2. The barter contractors also pointed out that the cost of storing 
materials was substantially less than the cost of storing the agricul- 
tural commodities and that they did not deteriorate. By failing to 
take, at a minimum, any strategic and critical material that would 
not deteriorate, the Department of Agriculture failed to effectuate 
substantial savings in storage and risked further losses through 
deterioration. 

3. It was also pointed out that American industry, particularly in 
the ferroalloy field, had been and could be materially strengthened 
through the processing of foreign ores in American plants. That 
while this dling had been an approved one for some time within 
Agriculture, in 1956 restrictions had been placed on tbe program by 
the Department of Agriculture which stopped this program for the 
processing of chrome ores. The Office of Defense Mobilization had 
stopped processing of manganese ores. In effect a susbtantial busi- 
ness enjoyed by the ferroalloy business of America had been termi- 
nated with a resultant substantial decrease in the potential for barter. 

4. Through these various steps, all designed to curtail barter, the 
program was grinding to a halt and substantial declines in exports of 
farm commodities would result. 

5. It was also stated in the hearings that many of the problems 
within the Department of Agriculture stemmed from personal differ- 
ences of opinion within the Department and that the Office of Defense 
Mobilization had not encouraged the acquisition of materials to build 
up our national resources through barter because of a fear of compe- 
tition with their strategic and critical stockpiling program. 

6. The barter contractors and all of the grain companies who testi- 
fied, took the position that barter transactions gave more flexibility 
to the sale of United States commodities abroad and that not only 
could more surplus be moved under the barter program but additional 
cash sales from Commodity Credit Corporation stocks could have been 
made had more use been made of the barter program. 

7. Finally, the barter contractors and the grain companies unani- 
mously stated that the new regulations issued by the Department of 
Agriculture on May 28, 1957, would, to all practical purposes, kill 
the barter program. ‘They declared it would also bring about a de- 
crease in commodity exports as well as having an adverse effect on the 
economy of the free nations who had been supplying the materials 
offered under the barter program. They were particularly outspoken 
that the decisions leading to the promulgation of the May 28 directive 
were based not on fact but on opinion unsubstantiated by fact. 


GOVERNMENT’S REBUTTAL 


The position of the governmental agencies were stated as follows: 
1. Agricultural spokesmen testified that barter transactions were 
displacing cash sales from Commodity Credit Corporation stocks 
because the bulk of the commodities were being sold into areas of the 
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world where hard currencies and dollar balances were such as to permit 
the sale for cash of these same commodities. 

The Department of Agriculture witnesses took the position that 
the reduction of barter transactions would not decrease the export of 
surplus commodities from the Commodity Credit Corporation’s 
stocks. 

Departmental witnesses also pointed out that the granting to 
barter contractors of interest-free transactions was giving an undesira- 
ble advantage to them and that by having the use of the money 
derived from the sale of commodities pending the delivery of materials 
that they were in a position to unfairly compete with cash sales. 

4. It was also argued by departmental witnesses that they were 
merely substituting one surplus for another when they took materials 
for their own account in excess of those for which there was an im- 
mediate or potential sale to another Federal agency. 

5. The Department of State pointed out that friendly nations were 
disturbed by the ability of this country to move commodities through 
the barter program into market areas where they normally sold 
because of the ability of barter contractors to offer a discount below 
competitive world prices. 

6. The Department of Interior witnesses testified in favor of 
strengthening the barter program as a means of building up our 
resources and in some degree helping the domestic industry by stabiliz- 
ing prices. 

Discuss1ons AND CONCLUSIONS 


The record shows clearly that the Department of Agriculture, as a 
matter of policy, limited materials that they would take in exchange 
for surplus agricultural commodities to certain of the strategic and 
critical materials that make up our national stockpile. This policy 
of the Department was known to the Congress because it was, in 
part, the subject of hearings held in 1955 by a subcommittee headed 
by Senator Schoeppel. At that time the Department was questioned 
as to why they did not take additional materials and they said it 
stemmed, in part, from the fact that they did not have “the expert 
technicians to get into all the questions and specifications and qualities 
for all of the numerous minerals and other strategic materials that we 
could barter for.”’ ! 

In the hearings before our committee, it was pointed out that the 
Office of Defense Mobilization had some 74 strategic and critical 
stockpile items which were in the national stockpile. On those items 
where it was felt that sufficient quantities were on hand, or other 
reasons, the Office of Defense Mobilization did not give the Depart- 
ment of Agriculture an objective for such items, and the Secretary of 
Agriculture did not exercise his authorities and barter such com- 
modities. As a result, the list of items which could be exchanged 
through the barter program was only a small part of the total list of 
strategic and critical materials.’ 

Consistently throughout the testimony of the importers and the 
grain companies was the implicit and explicit position that had the 
Secretary of Agriculture not limited himself to that portion of the 
strategic and critical stockpile which the Office of Defense Mobilization 


1 Executive hearings on Disposal of Agricultural Surplus Commodities, dated June 30, 1955, p. 112. 
* Committee hearings, p. 295. 
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gave in the form of objectives, that many more barter transactions 
could have been consummated without going beyond the list of 
strategic and critical items. It was also argued strongly that even 
the total list of strategic and critical materials was an undue limitation 
and not contemplated by the law. That there were available other 
materials, including so called ‘strategic materials’, not on the list 
of strategic and critical materials but which were vitally needed in 
the economy of our country, which met the requirement of being 
nondeteriorating and were much cheaper to store.’ 

During the testimony of the departmental witnesses, they pointed 
out that the Department of Agriculture had available to them the 
experts of other Government departments to pass on matters of 
specifications, prices, storage, etc.* It also freely conceded that the 
Department had, in the barter program, basically confined itself to 
such strategic and critical items as were given to it by the Office of 
Defense Mobilization. While many of these items were earmarked for 
what is called the supplemental stockpile, this particular designation 
did not change the type of materials that could be taken since they 
were limited to the objectives given by the Office of Defense Mobiliza- 
tion. Therefore, it appears reasonable to accept the fact that more 
barter transactions could have been consummated had the Depart- 
ment of Agriculture not limited itself to the types and quantities of 
Strategic and Critical Materials furnished by the Office of Defense 
Mobilization in the form of objectives. 

The belief that other than strategic and critical materials should be 
taken in barter is supported by the report of a special stockpile ad- 
visory committee released on January 28, 1958, by the Office of Defense 
Mobilization. This committee consisted of many outstanding Ameri- 
cans such as its chairman, Mr. Holman D. Pettibone, Dr. Earl Butz, 
Former Assistant Secretary of Agricultural, Adm. Arthur Radford, 
Gen. Walter Bedell Smith, and other members. In regard to the 
supplemental stockpile created by the Public Law 480, it says: 


SUPPLEMENTAL STOCKPILE 


With respect to the supplemental stockpile created by the Agricultural Trade 
Development and Assistance Act of 1954, as amended, the committee concurs in 
the existing practice of acquiring metals and minerals, beyond the quantities 
considered essential for defense purposes, when they can be obtained in exchange 
for United States stocks of agricultural surpluses. However, the Commodity 
Credit Corporation’s request for appropriations to cover such transactions should 
not be designated as applicable to a defense activity. 

Instead of following rigid formulas the Committee recommends that quantities 
of materials suitable for inclusion in the supplemental stockpile be judged on a 
transaction-by-transaction basis. Consideration should also be given to acquiring 
survival and relief items in exchange for agricultural surpluses. 


These recommendations of the Pettibone committee are entirely in 
line with the conclusion that barter should not be limited to ‘‘stra- 
tegic” materials, but used flexibly as a tool to improve the resources 
and reserves of our country. 

It was also argued by the barter contractors that the cost of storing 
materials taken in exchange for commodities was substantially less 
than the cost of storing the agricultural commodities, and that these 
materials would not deteriorate. While this appears to be generally 


3 Committee hearings, p. 293. 
4 Committee hearings, p. 522. 
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true of all the materials, outstanding examples were given in the rela- 
tive cost of storing industrial diamonds, platinum and ruthenium where 
the cost of storage of materials was purely nominal to the cost of stor- 
ing agricultural commodities. The committee is informed that there 
are industrial diamonds in the stockpile valued at approximately $100 
million. ‘These were not all acquired through barter but as a com- 
parison of the storage costs involved, it is pertinent to note that the 
amount of storage cost for these diamonds i is approximately $2,500 per 
year. The equivalent value of grain would cost over $10 million an- 
nually and there would be losses due to deterioration. Similarly, many 
millions of dollars worth of ore taken through barter are stored along- 
side the plants that will ultimately use the ore at practically no cost 
to the Government. In the table shown earlier in this report the com- 
parison between the costs of storing the commodities exchanged for 
materials is staggering. The annual cost of storing the commodities 
given in exchange for “materials i is approximately $106 million as com- 
pared to $3,312 000 for the material. ‘This savings of over $100 million 
is an annual savings and by itself is an adequate justification for the 
barter program. 

Apparently, the departmental witnesses did not challenge the sav- 
ings that normally accrued in storage costs but they did feel that other 
considerations were involved.° 

From the figures submitted by the Department of Agriculture it 
appears that as a result of barter substantial savings have accrued to 
the Commodity Credit Corporation due to dec reased storage charges 
and that much more could have been saved if there had been increased 
disposals under the barter program. It is clear that the more com- 
modities disposed of the less the storage charges, and therefore, the 
failure of the Department to barter for more items has reduced their 
opportunity to save substantial additional amounts in storage charges. 

Witnesses also testified that through the barter program. substantial 
segments of our domestic industry had been helped by processing 
foreign ores and minerals brought in under the barter program and the 
finished product then exchanged for surplus agricultural commodities.® 
A specific example pointed out was that of the ferro-alloy industry 
which, prior to the barter program, was operating at a very low level 
and was immeasurably strengthened through securing contracts to 
process foreign ores into ferro-alloys, which were then delivered to 
CCC. They also pointed out that while initially this policy had been 
approved under the policies of the Department of Agriculture, that 
it was progressively reduced. First, in early 1957 agriculture required 
that 50 percent of the value of a barter contract to go to the foreign 
countries and subsequently this policy was ended entirely by the 
directive issued on May 28. The Department of Agriculture witnesses 
acknowledged that these changes had been made and indicated that 
it was basically because they felt the barter program was designed to 
produce purchasing power abroad.’ 

Some of the witnesses attributed the gradual reduction and then 
practical elimination of the barter program to personal differences 
within the Department of Agriculture. Complaint was made that the 
Office of Defense Mobilization had not encouraged the Secretary of 





5 Committee hearings, p. 535. 
6 Committee hearings, p. 296 
7 Committee hearings, p. 532. 
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Agriculture to build up our national resources through the barter 
program, and in his testimony the Director of the Office of Defense 
Mobilization admitted this to be true.® 

It was clear that there are many overlapping and perhaps conflicting 
areas of governmental control in the program. For instance, it was 
pointed out by the Departmental witnesses that practically all of the 
authorities of Public Law 480 were operated through an interagency 
committee from which decisions could be developed. It was also 
testified to by departmental witnesses that they relied on the office of 
Defense Mobilization experts to tell them what and how much they 
could take and the experts of the General Services Administration to 
advise them on questions of specifications, prices, storage, and market 
conditions. It also appears that the entire barter program operates 
within broad limitations established by the Council of Foreign Eco- 
nomic Policy, which is a part of the White House setup. It would, 
therefore, appear that there are grounds to support a belief that 
differences of opinion and emphasis have developed solely by virtue 
of the many agencies that have been engaged in administering the 
barter program. 

Recent policy changes within the Department of Agriculture may 
be attributable, in part, to recent changes in personnel administering 
the program. In 1955, when a subcommittee of the Senate Agricul- 
ture Committee held hearings on the lack of progress in the barter 
program,® it was testified to by the then Administrator of the Com- 
modity Credit Corporation that— 


barter is one of the tools we have in our hands that we are trying to use to the 
greatest advantage possible and do as large a volume in moving the surplus 


agricultural commodities. 
During those hearings, the departmental witnesses said that while 
they had limited themselves to the Office of Defense Mobilization list 
that they might require the support of the Congress in taking other 
than the items given them by the Office of Defense Mobilization. 
At no time did they indicate they felt the barter program should be 
decreased. Similarly, in testimony given in March 1957 before this 
committee on the extension of title I, Public Law 480, Assistant Secre- 
tary Butz was asked certain questions concerning title III. Mr. 
Butz testified that he felt the barter program had been a help in ex- 
tending the disposal of agricultural commodities although making it 
clear that their prime desire was to sell for dollars. When queried as 
to why foreign currencies engendered under title I programs had not 
been used to purchase strategic and critical materials, Mr. Butz 
testified that they preferred to acquire the strategic and critical 
materials through barter. Furthermore, it was testified to, during our 
committee hearings '° that in May 1957 the Secretary of ‘Agriculture 
himself referred to barter as a method Saveloped to simplify problems 
connected with exchange difficulties and through this program— 
we have “‘swapped”’ $1 billion worth of United States farm surplus commodities 
for strategic foreign materials and other national defense needs, instead of spending 
additional dollars to obtain such items. 

All of these statements are relatively current. Yet, in testimony 
before this committee, other departmental witnesses have taken an 
entirely different tack. They have testified that the new barter 


8 Committee hearings, p 


. 172. 
* Executive committee a port dated June 30, 1955. 
10 Committee hearings, p. 316. 
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regulations issued on May 28 are designed to substantially reduce the 
barter program from the levels discussed by the Secretary and As- 
sistant Secretary Butz.'! They also testified that this new regulation 
was primarily due to barter sales displacing cash sales. The tables 
shown earlier show this reduction to be a practical stopping of the 
program. 

It appears that there was, at the time of the hearings, still grave 
doubts and disagreement within the governmental structure as to 
the facts concerning the barter program. For instance, the repre- 
sentatives of the Department of Interior testified strongly in support 
of the barter program as one which has been of great help in strength- 
ening domestic mining and mineral industries.” 

Every effort has been made to weigh carefully the conflicting 
positions expressed by the grain companies and the barter contractors 
on the one hand and the representatives of the Department of Agri- 
culture on the other as to the effect of barter exports on the exports for 
dollars. 

The Department of Agriculture representatives have, over the 
years, been consistent in pointing out that their primary interest is in 
exporting for cash. On the other hand they have, until just recently, 
not opposed and, in fact, have supported the barter program as a 
valuable method of disposal. Currently, however, their position is 
that the dollar position of many foreign countries has improved and 
that the major part of the barter commodity exports were moving 
into those countries which were financially able to pay dollars for 
their commodity imports. In support of their position, they submitted 
tables showing barter exports into certain of the so-called dollar 
countries and compared them with other United States agricultural 
exports into the same countries.'® 

Questions were raised as to why this comparison was limited to 2 
years because it was felt that a longer experience would be helpful. 
It is noted from the tables that there was ‘an increase in barter exports 
into these particular countries of $51 million from the years 1955 to 
1956. However, it was noted that at the same time, exports of agri- 
cultural commodities under dollar sales and other programs increased 
during the same period some $273 million. This figure includes, along 
with United States agricultural exports for dollars, other Government 
programs which do not reflect cash sales. No evidence was adduced 
by the Agriculture Department to show whether or not cash sales had 
fallen off as barter increased. In fact, this seemed to be a question 
on which data had not been studied. The information requested by 
the committee and printed in the earlier tables shows there was no 
basis for the departmental position. To the contrary, as barter 
increased dollar sales increased at an even greater rate. 

Assistant Secretary Butz, in his testimony, stated that— 
our reassessment of the barter program leads us to believe that much of the 


commodities moved during the last 2 years would have moved for cash—we took 
on barter not as a substitute for cash sales but as a tool for moving additional 


surplus. 

However, a little later on, in his testimony, his position became con- 
siderably clouded. At this point, Mr. Butz, testifying primarily in 
reference to title I sales for foreign currencies said he thought— 


1’ Committee hearings, p. 544. 
12 Committee hearings, pp. 576-580. 
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that these were right so long as they do not displace too many dollar sales and 
you never know how many you have uavleaat We try earnestly to protect 
the dollar sales and yet there are none of us so naive as to believe that we could 
put $3 billion worth of goods for foreign currencies without some displacement of 
dollar sales. We have tried to keep it to a minimum. 


A little later in his testimony, he said— 


this year, for example, our dollar sales are going to be at the second highest level 
on record. I am talking about our sales for dollars and on top of that we have 
disposal programs. Now I do not know how much more dollar sales in the 
absence of the disposal programs that would probably have been somewhat 
larger, but I think it is significant that we have been able to administer this 
program in the past 3 years, while at the same time we have expanded dollar 
sales, and while at the same time I think we have to assert that there has been 
a reasonable protection for the markets, the normal markets, of our friendly 


foreign nations. 

Certainly there appeared to be uncertainty as to the facts on the 
alleged displacement of cash sales by barter sales. In view of the 
fact that this was the basic reason given for curtailing the program it 
was felt essential that additional statistical data be made available 
and the December 2, 1957, questionnaire was developed. Why Agri- 
culture had not made such a study earlier is unclear but it is apparent 
that they did not do so. As stated earlier the figures in this question- 
naire refute the testimony given by departmental witnesses. 

It appears that Mr. Butz’s later statements were accurate, and that 
the Department of Agriculture has increased its dollar sales simultan- 
eously with the increase in barter sales. The record shows clearly 
that the gross exports increased as barter increased and declined as 
barter sales declined. 

The above tabulations and the testimony of Mr. Butz added sub- 
stance to the unanimously expressed opinion of the grain and barter 
contractors that the barter program has, as originally established, 
effectively contributed to the increase in overall exports and resulted 
in increased sales of United States grains.'* These are the experts in 
commodity disposals for they handle practially all the commodities 
that are moved under all programs. 

Departmental witnesses recognized that this added flexibility existed 
by their testimony when they stated— 
it became apparent that most commodity dealers, handling barter commodities, 
were selling them in the same areas of the world and on the same basis as they 


sold nonbarter commodities. 

This matter was studied carefully by the committee. It should be 
borne in mind that the grain and commodity companies handling 
barter transactions, are the same ones handling cash sales from Com- 
modity Credit Corporation stocks, cash sales direct from the farmer, 
and sales under other Government programs. Obviously, they are at 
all times competing in the world markets with commodities from other 
foreign countries. All other considerations being equal, it is probable 
that most countries buy their agricultural commodities from nations 
which are tied into them either through political or other bonds. 

If prices are lower, however, the sale normally goes to the one offer- 
ing the lower pric e. The commodity companies handling barter 
transactions normally have been paid a commission by the companies 
handling the materials. This commission could then be applied on 
their commodity tenders of combined sales for both the amount covered 
by the barter and other cash sales. The commodity companies did 
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have a slight competitive advantage over certain of the sellers from 
other countries. As a result, it appears that cash sales of United 
States grains have moved forward as a result of assistance from barter 
transactions and normally the United States grain has been taken at 
the expense of foreign competition. Certainly, the objections of some 
of the competing countries would seem to bear this out.'® 

The facts do not seem to support the contention that barter sales 
have, on balance, displaced cash sales. To the contrary, based on 
evidence presently available, it appears that barter sales have helped 
cash sales. There are, however, other factors to be considered. 
Many of these materials, in the quantities offered to the Department 
of Agriculture under the barter program, could not be sold at all 
except to the United States Government. Whereas, in the past 
our Government has been buying such materials for dollars, the dollar 
acquisition program was practically stopped in 1953. As a result, 
around the world, there has been a greatly weakened demand for many 
materials. For instance, Turkey has had no market for that portion 
of their chrome ore which they had been selling to the United States 
Government for cash. Manganese sales from India for the stockpile 
had been stopped and many other similar situations had developed. 
Obviously, the economy of these countries had been adversely affected 
by the lessening American markets. Yet, at the same time, we have 
had other Government programs designed to help the economy of 
these same nations. 

When the barter program was started, it created a means whereby 
sales to the United States Government could again be made and 
payment made for them through surplus agricultural commodities. 
The fact that these commodities were frequently sold in areas in 
which dollars were available had not seemed to have affected cash 
sales into these same areas. Yet, the proceeds of those sales have 
flowed into the many countries supplying the materials. From the 
standpoint of our country’s desire to improve the economy of these 
nations, it would appear that this approximately $1 billion worth of 
barter transactions must have been of substantial benefit to many 
countries of the free world. 

It appears that to this extent the title I1l program has been an 
important factor in implementing our foreign policy. In addition, 
our country has received, in the case of these particular transactions, 
a substantial quantity of materials which are a further safeguard 
against time of emergency and which are building up resources within 
our country against future economic requirements. 

It must be recognized, of course, that this billion dollars of barter 
exports must have displaced some sales that would have been made 
by other countries, many of them allies and friends. On the other 
hand, some of the countries that have been strongest in their com- 
plaints have benefited considerably from the barter program and other 
aspects of Public Law 480. 

Inquiry from the Department of Agriculture has disclosed the fact 
that notwithstanding Canadians objections to the effects of the barter 
program on their farm exports, for example, since the enactment of 
Public Law 480 over $60 million worth of materials have been pur- 
chased from Canada under the barter program. It would seem that 
this is re. offsetting factor which has not been properly 
evaluated. 
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In the light of the known facts, several basic questions must be 
considered relative to the protests of other nations. Whether or not 
the policy presently followed is in accordance with the letter and the 
intent of the law is one of the subjects of this report. Whether or not 
foreign farm exports are to be protected at the expense of our own farm 
exports is even more debatable. Such problems are not new for the 
Congress or this country. We have always endeavored to constantly 
weigh the effects of our policies on friendly nations. But in con- 
sidering its effects, we must consider the problem in its entirety and 
not take each segment separately. 

It is a fact that most of the countries that have objected to certain 
aspects of the barter program have benefited under other aspects of 
that program or in some cases other aid programs. Furthermore, the 
United States has constantly endeavored to hold its export prices for 
farm commodities in relationship to world market prices and has not 
dumped its great surplus on the markets of the world without regard 
to the position of other nations. It appears clear that the only ad- 
vantage that has accrued to grain contractors under the barter pro- 
gram has been the relatively small percentages that they earn by 
acting as agents for the companies handling the materials. The com- 
mittee also recognizes that many countries of the world offer support 
and assistance to their exporters, in one form or another, of a nature 
not being afforded American contractors. 

Furthermore, in view of the tremendous productive capacity of the 
American farm industry this country cannot take a position of pro- 
tecting the farm production of other nations at the expense of its own 
farmers. 

It is also noted that some of the countries who have been most 
outspoken on this subject have entered into trade agreements with 
Russia and other Iron Curtain countries, whereby Russia has agreed 
to buy agricultural commodities from these nations and they in turn 
have agreed to buy from Russia strategic materials similar to those 
being taken under the barter program. In many ways these agree- 
ments are not too dissimilar from the United States barter transactions 
to which these nations object. These many factors lead to the con- 
clusion that so long as the barter program has demonstrated its ability 
to expand trade with friendly nations and so long as the competitive 
advantages gained through the barter operations are as slight as they 
are, there is no basis for curtailing our barter exports in order to pro- 
tect the exports of other nations of the world. 

In essence, it must be recognized that there is, broadly speaking, 
no such thing as a straight sale for dollars. Every transaction in 
international trade or business is at some point or another predicated 
on the type of barter transaction previously carried out under Public 
Law 480. Wherever dollar balances are available to buy something, 
it has come about as a result of the sale of materials or services. In 
fact, without such transactions international trade would cease. 

A careful look has been taken at the legislative history of this so- 
called barter program. First of all, it is unfortunate that this program 
was ever described as a barter program. As discussed above, it is 
merely a means of disposing of surplus agricultural commodities 
through normal sale methods by private industry and acquiring with 
the proceeds of those sales cheaper-to-store, nondeteriorating materials 
which our country needs for emergency use or for future economic 
requirements. 
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Legal authority for such a program was established by the Agri- 
cultural Act of 1949 and the Commodity Credit Corporation Act. 
Notwithstanding the authorities of these earlier acts, practically no 
transactions were completed. Accordingly, when Public Law 480 
was enacted in 1954, this earlier authority was restated by the Con- 
gress in specific and stronger language and in effect the Secretary 
was directed to use the so-called barter program as a priority disposal 
method. The only modification of the directive lay in the language— 
Whenever the Secretary has reason to believe that, in addition to other authorized 
methods and means of disposing of agricultural commodities (italic supplied) owned 
by the Commodity Credit Corporation, there may be an opportunity to protect 
the assets of the Commodity Credit Corporation by barter or exchange. 

No convincing evidence has been developed in the hearings to 
indicate that the Commodity Credit Corporation assets have not been 
protected by taking the cheaper-to-store and nondeteriorating 
materials. On the contrary, the Department’s own reports indicate 
that the materials received in barter have increased in value, rather 
than decreased, since the transactions were entered into. Further- 
more, the records show that as barter has gone up, so have our exports 
and cash sales from CCC stocks. 

It appears that the position presently taken by the Department is 
merely a continuation of their practices under prior laws which the 
Congress definitely intended to change by Public Law 480. 

It should be also noted section 303 of the law specifically refers to 
“strategic materials entailing less risk loss through deterioration or 
substantially less storage charges” and that in section 302 of the law 
it specifically refers to “strategic or other materials as authorized by 
law.” This language is in sharp contrast to the language in those 
sections dealing with title I where they refer to strategic and critical 
materials as established by the Strategic and Critical Stockpile Act. 
The decision by the Secretary to limit title III transactions for ma- 
terials to strategic and critical materials does not seem to be in accord 
with the intent of the law. 

As late as May 1956, the Department of Agriculture recommended, 
and the Congress enacted, language in Public Law 540, 84th Congress, 
designed to expedite the barter program by permitting the transfer of 
“strategic and other materials acquired . the Commodity Credit 
Corporation as a result of barter and exchange” to the supplemental 
stockpile. Furthermore, it permitted the reimbursement of the 
Commodity Credit Corporation for materials so transferred and the 
materials to come in duty free. By coincidence, Public Law 540 was 
approved on May 28, 1956, exactly 1 year before the Department of 
Agriculture issued regulations which, according to its own representa- 
tives, was designed to substantially reduce and, in fact, has literally 
killed the barter program. 


SUMMARY OF CONCLUSIONS 


1. The Congress, after careful study over a period of years, has 
repeatedly enacted legislation to encourage and, in fact, direct the 
disposal of agricultural commodities through the exchange of such 
commodities for strategic or other materials through the mediums 
of-normal trade eeu 

2. That as a result of this program approximately $1 billion of 
strategic materials was acquired from free world countries that in 
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substantial part could not have sold them, and in exchange an equiva- 
lent value in surplus commodities was exported to free countries. 

3. During the period when barter was operating our exports and 
cash sales were at extremely high levels and as the barter sales in- 
creased, cash sales of United States surplus commodities increased, 
but when barter sales were reduced, cash sales were reduced. 

4. American exports of surplus commodities have been decreased 
materially coincidental with the curtailment of the barter program. 

5. The stated reasons for the curtailment of the program, namely 
that barter sales have displaced cash sales, has not been substantiated 
by the record. Therefore present regulations that limit the countries 
into which the commodities can be sold are not based on facts and 
are inconsistent with the intent of the law. 

6. While the desirability of protecting the farm exports of free 
foreign countries must be recognized, it should not be accomplished 
at the expense of American exports so long as they are being made in 
reasonable relationship to competitive world prices. 

7. The Secretary of Agriculture has unduly limited his acquisitions 
to a very small list of materials furnished him by the Office of Defense 
Mobilization which was taken from the total list of strategic and 
critical materials. The reasons given for this policy having to do with 
lack of knowledge of materials and the problems involved, have not 
been substantiated by the record. To the contrary, the record shows 
that on the materials taken they rely on the advice of experts already 
within the Government on problems of specifications, prices, and 
effects on world market conditions, while the storage of the materials 
is handled for them by the General Services Administration. 

8. It is also clear that over the years this program has not been 
pushed aggressively by the Department of Agriculture. In fact, it 
appears from the record that through the hierarchy of agencies that 
are involved, a definitely negative approach has been taken to the 
clearly expressed intent of Congress. This congressional intent was 
clearly expressed in a law designed to increase surplus commodity 
disposals, decrease storage and spoilage costs and improve the resources 
of our Nation by acquiring strategic or other materials. 

9. Congress is not interested in the personal differences that are 
reported to exist between the Cash Sales Division of the Department 
of Agriculture on the one hand and the Barter Division on the other. 
It is, however, extremely interested in the failure of the administra- 
tion to carry out its own expressed intention to streamline and accel- 
erate the barter program. The failure to do so has resulted in a 
reduction of the movement of our surplus agricultural commodities, 
has failed to put into the countries of the free world more and more 
of our agricultural abundance, has failed to bring into our country 
resources strategic or otherwise which our country does not have 
and which in the years ahead will become more priceless as world 
supplies diminish, and has definitely held our storage costs for com- 
modities at a much higher level. 

10. All evidence indicates that the barter program has offered a 
way whereby the farm program and our farm abundance can mate- 
rially help other aspects of our economy and our foreign policy. 
The incalculable value of increased trade with our allies and the 
potential help to segments of our domestic industries should be 


recognized as a direct result of our farm policies. It must be 
continued. 





PART VI 
CONCLUSIONS AND RECOMMENDATIONS 


Boru LEGISLATIVE AND ADMINISTRATIVE 


Out of the comprehensive study and analysis of Public Law 480 
operations throughout the past year have come these conclusions: 

1. It is a valuable instrument of foreign economic policy, contribut- 
ing significantly to our foreign policy objectives and making more 
effective use of an abundant American resource as a force for freedom. 

2. It is more effective, at less cost to taxpayers, than other programs 
to eliminate excessive agricultural stocks depressing farm prices. For 
example, the Department of Agriculture spent $614 million in fiscal 
1957 to avert surplus production which it estimates would have 
amounted to more than $1 billion worth of additional crops. Yet the 
Department estimates that it will cost less than $300 million in addi- 
tional expenditures to market $1.5 billion worth of surplus commodities 
under title I of Public Law 480—without regard to the further offset- 
ting benefits in foreign policy objectives. 

3. It has the combined merit of making food unneeded domestically 
available to humans elsewhere, of moving surpluses through normal 
commercial trade channels, of creating capital improvement funds for 
underdeveloped countries we are otherwise seeking to assist, of expand- 
ing world consumption and opening new markets for American agri- 
culture, of bolstering domestic farm prices through expanded exports, 
of supplementing our Government’s overseas economic assistance with 
less demand for American dollars, and of providing a new opportunity 
for encouraging American industrial investment and expansion in 
other areas of the world. 

4. It should be continued as long as American agriculture is capable 
of producing in excess of our own domestic needs, a dollar shortage 
exists to curtail normal export trade opportunities, and it is regarded 
in the Nation’s security interests to provide economic or military 
assistance to other countries of the world. 

5. As long as benefits of the program serve the entire Nation, its 
costs should be regarded as Government expenditures in the national 
interest rather than as losses attributable to the farm program. 

These conclusions lead to recommending the following course of 
action for more effective operation of Public Law 480 in the future. 


General recommendations 


1. Greater emphasis should be placed on foreign policy aspects of 
this program by the executive branch of our Government. There needs to 
be greater recognition and acceptance of Public Law 480 as a govern- 
wide instrument of international economic policy in support of our 
foreign policy objectives, rather than the narrower concept of it 
being merely an agricultural surplus disposal program. 
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2. Greater assurance of continuity is needed to serve the best interests 
of our country and the free world, rather than just year-to-year tempo- 
rary extensions. Evidence supports eventual granting of permanent 
authority for such a program as a link between domestic agricultural 
policy and foreign economic policy, limited only by the availability of 
surplus agricultural commodities. 

3. Creation of a new post of Peace Food Administrator, at the White 
House level with status of a special assistant to the President, is recom- 
mended to provide a central guiding hand for interagency groups now 
directing the program. There is need for placing greater executive 
responsibility for overall administration of the program with some 
official working full time at implementing the act, and with the power 
to make decisions. The act places responsibility for its operation in 
the President. By Executive order such responsibility has been 
widely disbursed with no central authority. The President has 
authority to create a new role of Peace Food Administrator on his 
staff for purposes of administering Public Law 480 without additional 
legislation. If the President feels more specific authority or direction 
is needed, however, he should ask Congress for it. During World 
War II, the importance of agriculture to the Nation’s war objectives 
was recognized by creation of a War Food Administration separate 
and distinct from the Department of Agriculture. In the all-out 
cold war in which we are now engaged, the need appears no less to have 
a Peace Food Administrator assigned the task of making the most 
constructive possible use of our agricultural abundance as a force for 
freedom. Furthermore, creation of such a post would provide Con- 
gress with one office to hold responsible for the multipurpose objectives 
of the act, instead of facing the present difficult task of tracing down 
its administration through many agencies of government. 

4. Greater recognition 1s needed of the fact that all titles of the act can 
and should contribute to its purposes and objectives, and need to be put 
more fully at work toward such common objectives, with greater follow 
through on putting foreign currencies to work, making greater use of 
voluntary agencies, looking for opportunities to help economies of 
other countries as well as ourselves under barter provisions of the 
program, developing stockpiles abroad, and expanding future market 
development. 

5. The entire process of initiating and negotiating agreements should be 
accelerated. There is too much redtape in the allocation of funds be- 
tween countries, and delay in the process of offering programs to 
countries. This delay is indicated by the slowness in ee new 
agreements last year. Congress authorized an additional billion 
dollars worth of title I exports in mid-August. Almost 4 months 
later, agreements had been signed for only one-quarter of this amount, 
and part of this represented a commitment made to Poland before the 
additional money was made available. Many opportunities have been 
lost due to changing conditions in the recipient country while we have 
delayed negotiations. 

6. A specific program for the development of strategic food and feed 
reserves in other parts of the world should be initiated. Many countries 
of the world are living from hand-to-mouth in supplying food to their 
inhabitants. Many of them are countries we are relying upon as 
allies in defense of the free world. How can we expect them to fight 
without food? In many instances we are providing them with arms 
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but making no provision for food. A good example is Turkey, vitally 
important to us as a military ally but without adequate reserves to 
feed the troops upon which we are counting for NATO defenses. 
There should be 4 conscious effort to use the title I program of Public 
Law 480 to build up and maintain reserves in important countries 
like Turkey. Such opportunities under Public Law 480 seem to be 
ignored or overlooked because of lack of any central executive 
guidance. 

7. The benefits of the Public Law 480 program to nonagricultural in- 
terests should be given more emphasis. The Public Law 480 program is 
always pictured as a program of primary benefit to American farmers. 
{ntirely aside from the foreign policy benefits to our country, it is 
also true that banks, transportation companies, ocean shipping com- 
panies, processors, and labor benefit from the movement of commodi- 
ties under the program. An attempt should be made to measure the 
benefits accruing to these interests under the Public Law 480 program, 
rather than charge it all to agriculture. 

8. The recent amendment earmarking up to 25 percent of foreign cur- 
rencies obtained under Public Law 480 sales for business loans to Ameri- 
can private enterprise abroad should not be permitted to interfere with or 
unduly delay the other major objectives of this program. 'To do so would 
undermine the program itself, and eventually defeat the purpose of 
the amendment itself. Congress recognized the need for negotiating 
flexibility on this provision by specifying use of up to 25 percent of 
the currencies for private business loans, instead of setting a mandatory 
percentage. 

Immediate legislative recommendations 


1. Titles I and II should be extended for a minimum of 2 years, until 
June 30, 1960. Each time the administration has asked for only a 
1-year extension, it has had to return and ask for another year’s exten- 
sion—and has had to ask for it before the first year expired. United 
States Department of Agriculture testimony indicated serious nego- 
tiating problems arose over uncertainties on these short extensions. 
The same complaint came from United States representatives dealing 
with other governments abroad. State Department testimony has 
indicated the belief the program should be continued as long as sur- 
pluses exist. Every farm organization—the Farm Bureau, the Grange, 
and the National Farmers Union—has asked for an extension of 2 years 
or more. The administration has asked that Congress extend the 
foreign economic assistance program for 2 years instead of 1, arguing 
that the 1-year program led to too much waste and inefficiency in 
programing. The same thing is true for Public Law 480 agreements 
with other countries. Nothing in a 2-year extension would prevent 
an annual review by the Congress, which should be conducted. The 
President is already required to submit reports for each 6 months, and 
more adequate provision should be made by our committee for study 
of these reports. 

2. Until such time as the authorization is made permanent, it should 
be shifted to run concurrent with fiscal years, for convenience of Govern- 
ment accounting, at an annual level for export of commodities under title 
I with a market value of $1% billion. This is the level that experience 
has shown is required as a minimum to meet demands of participating 
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countries. There appears no justification for maintaining a cumu- 
lative total in the authorization, adding on to past amounts author- 
ized and already utilized. As a means of making this change, it is 
recommended that an additional $500 billion be authorized to meet 
the requirements USDA has testified exist for the balance of this 
fiscal year, with an additional authorization for exporting commodities 
with a market value of $1% billion for each of the next 2 fiscal years. 
It should be emphasized that annual title I exports at the $1% billion 
level mean far less than that amount in actual increase of CCC 
expenditures. 

3. Uses which may be agreed upon for foreign currencies acquired 
under title I should be enlarged to provide more encouragement for 
poeple-to-people exchange activities, assistance to United States 
sponsored educational institutions and activities abroad, aid to ex- 
pansion of vocational education in other countries, financing of recon- 
struction, rebabilitation, health, self-help, and technical assistance- 
type projects by voluntary agencies, and financing of foreign research 
or pilot projects into new uses for United States agricultural com- 
modities. 

4. Availability of commodities for famine and other relief activities 
should be broadened to include any agricultural commodities in surplus, 
using the same definitions of “surplus” under title I for purposes 
of title II instead of limiting relief activities to commodities actually in 
possession of the Commodity Credit Corporation. Such a change 
would give the President more flexibility in meeting relief needs in 
event of temporary shortages of CCC holdings even though commodi- 
ties may be in excessive supply in the country. It offers a way to 
accomplish surplus removal objectives and humanitarian feeding 
objectives on a nutritionally balanced basis without necessitating 
everything being taken over first by CCC under price-support 
operations. 

5. While the famine-relief authority should eventually be made perma- 
nent, at the very minimum it should be extended 2 years along with 
title I of the program. 

6. Congress should reemphasize its intent for the Department of 
Agriculture to carry out barter transactions for materials entailing less 
risk of loss through deterioration or substantially less storage charges, at 
a level not to exceed $500 million per year without further congressional 
authorization, and clarify its intent that such barter transactions shall 
not be restricted to materials specified on the list of strategic and 
critical materials issued by the Office of Defense Mobilization for 
stockpiling purposes. 

Other congressional recommendations 


Because operations of Public Law 480 are governmentwide, and 
touch on activities beyond the normal jurisdiction of the Senate 
Committee on Agriculture, and because there is an apparent need for 
a coordinated approach in the Congress just as there is such need in 
the executive branch toward the overall objectives of the act, the 
following recommendations are suggested to appropriate committees 
of the Senate: 

1. Committee on Agriculture and Forestry—In view of the sub- 
stantial nature of the program authorized, a special subcommittee 
should be created to maintain a continuing study of Public Law 480 
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operations and provide the full committee with an annual review. 
The subcommittee should be empowered to invite advisory participa- 
tion from other committees of the Senate concerned with Public 
Law 480 operations, for the purposes of formulating the annual review, 
and should be provided with necessary staff assistance to act as an 
effective watchdog on improving administration of the act. 

2. Committee on Foreign Relations.—In view of the foreign policy 
implications of Public Law 480 and the role of State Department and 
ICA in its operations, it would be helpful if the Senate Committee on 
Foreign Relations would provide an annual appraisal of the foreign- 
policy contributions and effects stemming from use of American food 
and fiber as a force for freedom under terms of this act, and provide 
a liaison member of the special agriculture subcommittee making the 
annual review of Public Law 480 operations. 

3. Committee on Government Operations.—In view of the fact that 
nine agencies of the Government are involved in operations of Public 
Law 480, with no full-time central executive guiding hand, it would be 
helpful if the Committee on Government Operations would direct its 
Subcommittee on Government Reorganization to conduct a study 
aimed at administrative improvements in operation of Public Law 480, 
aside from policy guidance, with the aid of the Government Accounting 
Office and the Bureau of the Budget. 

4. Committee on Armed Services.—In view of the military support 
uses of Public Law 480 to date, and the greater potential which exists, 
it would be helpful and desirable if the Senate Committee on Armed 
Services would conduct an independent study into the extent to which 
the Department of Defense is fully utilizing the opportunities afforded 
it under Public Law 480, and is giving adequate consideration and 
planning to the food and fiber requirements for our defense effort, 
domestically and internationally, including plans for stockpiles abroad 
to support armed forces of our allies. Hearing testimony indicates 
many areas which should be explored carefully by the Committee on 
Armed Services, including admissions by Defense spokesmen that the 
United States was unprepared to maintain open pipelines of food sup- 
plies to our allied troops in event of war, that our major allies in 
western and southern Europe were in food deficit areas, and that 
Defense requests for use of surplus United States commodities for 
NATO stockpiles had been rejected by the National Security Council. 
Departmental recommendations 


1. Government Accounting Office—It is recommended that the GAO 
conduct an independent study into the Bureau of the Budget’s present 
methods of allocating costs of Public Law 480 operations, with a view 
toward more fairly distributing such costs throughout Government 
agencies involved in accordance with benefits accruing under broad 
purposes of the act, rather than permitting the entire program to be 
charged to agric ulture. 

2. Department of Agriculture—(a) A more positive attitude is needed 
toward the contribution American agriculture is making for the Nation’s 
interests through Public Law 480. Many members of the committee 
are concerned about the public relations position of agriculture at 
present in connection with the Public Law 480 program. The empha- 
sis of administrators has been upon disposal, rather than use; upon 
cost, rather than value and benefits; upon the temporary nature of 
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the program, rather than upon the opportunities available for broad- 
per it as an important instrument of foreign policy; upon treating 
our farm abundance as something to be gotten rid of, rather than as 
an investment capable of earning important national dividends. The 
impression most apt to be gained by the general public from the 
Department of Agriculture’s attitude is that the program is a necessary 
evil conjured up primarily to get rid of surplus, rather than as a con- 
structive contribution toward improved international relations and 
peace. 

(b) It is recommended that the Department of Agriculture, in connec- 
tion with its annual production outlook estimates, make public annual 
estimates of availability of supplies for Public Law 480 export sales, re- 
lief distrbution, and barter transactions, together with requirements for 
domestic use, anticipated cash export sales, and adequate national 
security reserves to be withheld from the market, as a means of pro- 
viding a truer picture of the potential uses of each year’s farm output 
and a better appraisal of the real “surplus” beyond constructive uses 
in the public’s interest. 

(c) It is also recommended that the Department of Agriculture expand 
and extend the subsidy-in-kind program now used on wheat to feed 
grains and cotton to channel more Public Law 480 export sales through 
the private trade, so that such sales will have a greater impact on the 
cash markets, thereby benefitting producers directly rather than just 
dwindling CCC holdings. 

(d) The Department of Agriculture should give more attention to the 
need for seasonality in programing Public Law 480 purchases. It is 
obvious that the bulk of the purchases should be made during the 
time the crops are moving to market, to have the maximum bene- 
ficial effect on farm prices. 

(e) It is recommended that the Department of Agriculture expand 
market development work abroad through funds obtained under section 
104 (a) of Public Law 480. A good job has been done in market de- 
velopment work undertaken so far, yet much more could be accom- 
plished with aggressive promotional work. We need establishment 
of United States marketing information centers abroad to follow up 
on our exhibitions at trade fairs. Out of all the surplus-disposition 
programs undertaken by our Government, Public Law 480 alone 
obtains new customers with the original sales—and provides the means 
of developing even more customers for the future. We should be 
making greater use of this opportunity. 

(f) Greater use should be made of Public Law 480 to encourage con- 
sumption of recombined milk abroad. At a time when there is a 
serious deficit of milk in many areas of the world, to the point of 
creating diet deficiences and health hazards, it appears shortsighted 
to be endeavoring to cut down milk production in the United States. 
Instead, we should be promoting establishment of plants abroad to 
reconstitute dry milk. An example has been provided in Bangkok, 
Thailand, where with the cooperation of the Department of Agri- 
culture, American capital and private Thai interests have established 
a recombining plant which is now serving healthful, wholesome milk 
to the population of that country. The main contribution made by 
USDA to this effort was a supply of Thailand currency to encourage 
the consumption of milk among schoolchildren and vulnerable groups. 
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Similar opportunities abound throughout the world, once pilot projects 
are established. 

(g) It is recommended that the Department of Agriculture explore 
the possibilities of assisting farmer-owned cooperatives in the United 
States in establishment and operation of pilot projects abroad to expand 
utilization of American farm products. 

(h) Every effort should be made by the Department to provide some 
form of fats and oils to voluntary agencies carrying on relief feeding 
programs abroad, in view of the almost unanimous agreement on the 
need for such products for better diets. There is reason to believe 
the Department has authority to meet these needs through purchases 
that would avoid the necessity of surplus products having to be taken 
over by CCC and then processed before being made available to the 
voluntary agencies. 

(i) It is recommended that the Secretary of Agriculture recognize the 
intent of Congress as expressed in existing law and in this report, and 
take such steps as are necessary to immediately reestablish the barter 
program on the basis recommended by this report. 

3. Department of State—(a) In order to avoid any possibility of 
conflicts between foreign policy objectives and export marketing objectives 
of agriculture, the Secretary of State should indicate to the Secretary of 
Agriculture, for each Public Law 480 program developed, whether it was 
primarily for reasons of foreign policy or for other reasons. Such a 
finding could avoid undue delays and expedite agreements where 
foreign policy was the prime consideration. 

(b) Foreign Service personnel, from Ambassadors down, should be 
better schooled in the broad objectives of Public Law 480 as an instrument 
of foreign economic policy, and encouraged to develop and initiate 
constructive proposals for making more effective use of the foreign 
currencies generated, both for direct United States purposes in place 
of dollars and for furtherance of economic development in the foreign 
country involved. Implementation of this program cannot and 
should not be left in the hands of agricultural attachés alone. 

(c) Currencies available under section 104 (f), for payment of United 
States obligations, should be used to secure more adequate offices, housing, 
and supporting facilities for United States Foreign Service personnel 
stationed abroad. In many countries our Government employees 
are crammed into inadequate office space; housing is frequently 
scarce, and school facilities unsatisfactory. Here is an opportunity 
to use foreign currencies obtained from American food and fiber sales 
to obtain some facilities approaching American standards so our 
employees can do their jobs more effectively. 

(d) More publicity should be given to the use of Public Law 480 loan 
funds to help the economic development of other countries. There is 
considerable publicity regarding the movement of surplus commodities 
under the Public Law 480 program; however, there is little or no 
publicity about the different kinds of projects which are being under- 
taken with Public Law 480 loan funds and very little attempt to show 
the positive contribution that these investments are making to a 
better way of life for citizens of other countries. It would appear that 
more publicity along this line would be in the interest of better United 
States relations. 

(e) Every effort should be made to take full advantage of the oppor- 
tunities offered under Public Law 480 for expanding our people-to-people 
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and educational exchange programs, as well as extending aid to educa- 
tional institutions abroad that bolster the forces of the free world. Recip- 
ients of such assistance should be fully informed that these programs 
are made possible because of the productive ability of America’s 
farmers. 

4. International Cooperation Administration—(a) Greater speedup is 
essential in use of Public Law 480 foreign currencies for economic devel- 
opment loans under section 104 (g). As of September 30, 1957, $1,201 
million was allocated for use by ICA primarily for economic develop- 
ment loans. On the same date, only $219 million had been disbursed, 
not only for loans but for use under 104 (c), (d), and (e). So far, 
there have been no loan disbursements in Colombia, Indonesia, Pak- 
istan, Thailand, and Turkey, despite funds available. It is reasonable 
to ask why such delays are occuring. These funds must be used for 
the purposes set forth in the act, not just pile up in ICA hands. 

(b) More emphasis should be put on developing foreign exchange 
earning projects for use of Public Law 480 loan funds. Our hearings 
indicated that the largest part of approved loan projects represent 
investment in projects which will not earn new foreign exchange. 
Why isn’t there more emphasis given to using funds to encourage 
countries to stimulate exports? Unless we help underdeveloped 
countries expand their foreign exchange earning base, they will find 
it difficult to repay the loans—and they have less likelihood of 
becoming commercial markets for our farm products. 

5. Defense Department—(a) Reexamination of food requirements 
and availabilities, both for our military forces and those of our allies, 
for necessary civilian support, and for use of military government forces 
in event of total war is recommended in light of testimony indicating 
far too little consideration has been given this vital phase of defense 
preparedness. 

(b) United States leadership toward building up food stockpiles wnder 
NATO is recommended in view of food deficit conditions in many 
NATO countries for which we are providing other military support. 

(c) More use should be made by Defense Department of foreign cur- 
rencies to purchase items such as cement and furniture for overseas use.— 
Defense is now using title I foreign currencies to build housing for 
military personnel and dependents; however, little or no foreign cur- 
rency is being used to buy furniture for such housing. It is under- 
stood Finland and Yugoslavia are interested in supplying furniture, 
and we have such currencies available. Huge quantities of cement 
were needed for our airbase program in Spain. Cement was available 
in Israel, and the United States had Israeli currency available. Why 
hasn’t Defense used foreign currencies for these purposes? Many 
more similar examples could be cited. Such opportunities for using 
foreign currencies instead of dollars are widespread—if Defense will 
watch for them. 
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